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Jury 11, 1956.—Ordered to be printed 


Mr. FuLsrIGHT, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany §. 3832] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 3832) to provide for the disposal of the Government-owned 
synthetic-rubber research laboratories at Akron, Ohio, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill do pass. 


GENERAL STATEMENT 


The bill would transfer the Government-owned synthetic-rubber 
research laboratories at Akron, Ohio, to the General Services Adminis- 
tration for disposal, first by sale to the public, and in default of such a 
sale by transfer to any interested Federal agency. It would also 
authorize the National Science Foundation to reimburse General 
Services Administration in advance for its expenses in connection with 
the laboratories up to June 30, 1957. 

The committee amendment would direct the General Services Ad- 
ministration to ascertain the value of the laboratories to interested 
Federal agencies, and would prohibit a sale to the public at less than 
this value. 

Tue Akron LABORATORIES 


The Akron laboratories were constructed by the Government during 
1943 as part of the wartime synthetic-rubber program. The cost of 
construction was somewhat over $2 million, which has been depreci- 
ated to a present book value of about $545,000. It has been estimated 
informally that it would cost approximately $3,750,000 to replace 
these facilities today. The establishment consists of an office and 
laboratory building, a pilot plant, and appropriate service buildings. 
It is located on land surrounded on 3 sides by a plant owned by the 
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Firestone Tire & Rubber Co. Many of its services are obtained from 
that company. 

The laboratories have been operated since 1944 by the University 
of Akron, which has recently had a contract providing for payment of 
costs and a management fee of $50,000 a year. During fiscal 
1956, the cost of operation was about $950,000. The University of 
Akron has been offered a 1-year lease at a rental of $1 but has rejected 
this offer. 

During the past year the laboratories have been doing research for 
the Defense Department and other Government agencies, and for 
universities and private firms. This work has been terminated and 
the plant is now idle. The committee is advised that the scientists 
and technicians who were employed at the laboratories have obtained 
employment elsewhere. 


NATIONAL SCIENCE FOUNDATION PROPOSAL 


The National Science Foundation, in April 30, 1956, transmitted 
to the Congress a proposal to dispose of the Government-owned 
synthetic-rubber laboratories at Akron, Ohio. (The Foundation’s 
letter is printed in the appendix to this report.) The draft bill accom- 
panying the Foundation’s letter, introduced as S. 3832, would au- 
thorize public sale of the laboratories by the General Services Agency, 
before offering them for transfer to other Government agencies for 
their use. 

This recommendation by the Foundation was consistent with, and 
would carry out, the reeommendations made in the President’s message 
of April 30, 1956, pursuant to section 10 of the Rubber Producing 
Facilities Act of 1953 (H. Doc. No. 391, 84th Cong., 2d sess.). It is 
based upon a report ———— on December 5, 1955, by a Special 
Commission for Rubber Research appointed by the Foundation. 

Two questions were considered by the committee in connection 
with the proposed public sale of the laboratories: (1) whether Govern- 
ment ownership of the laboratories is necessary for an adequate 
research program in the field of synthetic rubber and polymerization, 
and (2) whether it would be more advantageous to transfer the labora- 
tories to a Government agency. 

The committee sought further information from the interested 
agencies: The National Science Foundation, the Department of 
Defense, the Department of Commerce, and the Department of 
Agriculture. Copies of the replies of these agencies are printed in the 
appendix to this report. 


Proposep Resrarcn PROGRAM 


The original need for the laboratories, as part of the Government 
synthetic-rubber program, no longer exists now that the synthetic- 
rubber- producing facilities have been sold. Such research and devel- 
opment work as is required in connection with current production of 
synthetic rubber, or with the development of new types of commercial 
rubber, is being, and will be, carried on in the ordinary course of 
business by rubber manufacturers. The committee is advised that 
several of the synthetic-rubber producers have built or are building 
comparable research facilities for use in their own production. 
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There are, however, two kinds of research which private industry 
is not likely to pursue as part of its normal business—basic research 
not related to any prospective commercial product, and research into 
products with exceptional characteristics which may be required by 
the military. The Government is undertaking programs in these 
fields. Sale of the laboratories to the public would not be in the 
interest of the United States, if they — be needed in Government 
hands to carry out either of these Government research programs. 

Basic research in all fields is under the jurisdiction of the National 
Science Foundation. It is not limited to research into synthetic 
rubber, though, because of the Government’s role in the development 
of the synthetic-rubber industry, the Government historically has been 
especially active in this field. 

The National Science Foundation has advised the committee of its 
proposed program in the field of high polymers during fiscal 1957, con- 
sisting of 17 grants for work at a number of universities and insti- 
tutes, having a cost during fiscal 1957 of about $687,000. 

The Bureau of Standards is also conducting basic research in this 
field, coordinated with the work sponsored by the Foundation. 

The National Science Foundation and the Department of Com- 
merce have advised the committee that their basic research programs 
do not require the use of the Akron laboratories. 

The Department of Defense has advised that its research program 
in the field covers both the development of new materials to meet 
specific military needs in areas where there is no commercial incentive 
and the application of such materials to end-item requirements. 
Particular needs are for chemical and fuel resistent materials service- 
able at temperatures as low as —65° F. or as high as 400° F. or 
perhaps even 700° F. to 1,000° F., and synthetic rubbers suitable for 
aircraft and heavy duty truck tires. The Department reports that 
progress is being made in these fields and that the new “synthetic 
natural rubbers” recently announced by the rubber industry are now 
at a state where the principal technical problems are ones of com- 
pounding, evaluation, and the development of fabrication techniques. 

The Department of Defense reports that its research program can 
be carried out without use of the Akron laboratories. 

The committee considered the desirability of continuing Govern- 
ment ownership of the Akron laboratories as part of an expanded 
program of synthetic-rubber research, on the basis of two recom- 
mendations made before the report of the Foundation’s special 
commission. 

At the request of the Assistant Secretary of Defense (Research and 
Development), the National Academy of Sciences assembled a panel 
of experts in the field which submitted a report on rubber on January 
17, 1955. In addition to research and development on specific mili- 
tary items, they recommended a Government basic research program 
of at least $20 million for a 5-year period. With respect to the Akron 
laboratories, they recommended that the laboratories should be 
financed by the Department of Defense and the Federal Facilities 
Corporation through fiscal 1957, principally for the purpose of evalua- 
tion of types of rubber produced in the basic research program. The 
proposed sale would cut this proposal off a year short of the period 
proposed by the panel. 

he staff of the Bureau of Standards, in statements forwarded to 
the Foundation’s special commission before the commission’s report 
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was formulated, recommended a $20 million, 5-year, program, con- 
sisting of some $15 million for fundamental research projects carried 
on at universities and other similar organizations, and a service-type 
program, of testing, development, and other research for the Govern- 
ment and private concerns at the Akron laboratories, closely coordi- 
nated with the basic research program. 

The committee noted that there have been significant developments 
in the field of synthetic-rubber research in the past year. Of particu- 
lar importance was the announcement by three private concerns of the 
discovery of methods of producing a material identical with natural 
rubber, a “synthetic natural rubber,” suitable for airplane and heavy 
duty truck tires, the most important single deficiency in the syn- 
thetic-rubber program. The committee also noted the experience of 
the National Science Foundation during fiscal 1956 in operating the 
laboratories as a service for industry and universities. The committee 
was advised that continued operation on this basis was not practicable; 
a large part of the support of the laboratories in fiscal 1956 came from 
concerns which were building their own research facilities and would 
not continue to use the laboratories in the future. 

The committee is concerned that the basic research program and 
the special military research programs should be emphasized and 
fully supported. Research is essential to our national security and 
to our industrial progress. The committee’s recommendation that 
the Akron laboratories should be disposed of is not intended, and 
should not be taken, as any indication of lack of support for a program 
of research. 

On the contrary, the committee’s recommendation is based on the 
advice of the responsible agencies that the Akron laboratories are not 
needed for the basic research programs of the National Science 
Foundation or the Bureau of Standards or the special military research 
programs of the Department of Defense. 


Use or THE LABORATORIES BY GOVERNMENT AGENCIES 


The laboratories consist of a building designed for research and 
testing purposes—a laboratory in the usual sense—and a large pilot 
plant designed for production and development research in synthetic 
rubber. The committee was advised that the pilot plant represents 
a very substantial part, perhaps about three-fourths, of the value of 
the establishment. The laboratory building, as distinguished from 
the pilot plant, is well designed and completely equipped for research 
and testing in the field of synthetic rubber, but it is not unique or 
irreplaceable. 

A Government agency engaged in research of any sort could make 
use of the laboratory building, after more or less extensive alterations 
to suit its exact requirements. However, it does not appear that any 
of the Government agencies engaged in research is now engaged, or 
has any plans or intentions of engaging in the future, in work which 
would make any substantial use of the pilot plant in its present condi- 
tion (though with alterations it might be useful in certain research 
work). 

The committee concluded that if a purchaser could be found which 
would have a use for the pilot plant, and would therefore pay a price 
for the entire establishment reflecting the full value of the pilot plant, 
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as well as the laboratory and service buildings, it would be worthwhile 
to sell the entire plant at such a price, and to build new laboratory 
facilities for an agency authorized to engage in research. 

On the other hand, the committee concluded that sale of the entire 
plant for a price below what an agency authorized to engage in research 
would have to pay to build laboratory facilities equally useful would 
be poor economy. 

Under the bill as proposed by the National Science Foundation, the 
General Services Administration would be required to sell the plant 
in accordance with its public offer, even though the price realized 
might be less than the 2* of the laboratories to another Government 
agency authorized to engage in research. 


ComMITTEE AMENDMENT 


The committee, therefore, adopted an amendment to the bill. This 
amendment would require the General Services Administration, before 
making a public offer, to circulate other Government agencies to find 
out what use they could make of the laboratories and what the value 
of the laboratories would be to those agencies. The amendment then 
provides that the Administrator of General Services shall not sell 
the laboratories to the public unless he finds, after consultation with 
the Director of the Budget Bureau, that such a sale would be in the 
best interests of the United States, taking into consideration the value 
of the laboratory to anv interested agency and the amounts offered 
by public bidders, and any other relevant factors. 


APPENDIX 


1. Letter of April 30, 1956, from Mr. Alan T. Waterman, Director, 
National Science Foundation, with two enclosures. 

2. Letter of May 24, 1956, from Mr. Alan T. Waterman, Director, 
National Science Foundation, with four enclosures. 

3. Letter of June 1, 1956, from Hon. Sinclair Weeks, Secretary of 
Commerce with four enclosures. 

4. Letter of June 30, 1956, from Hon. Wilber M. Brucker, Secretary 
of the Army, 

5. Letter of July 3, 1956, from Hon. True D. Morse, Acting Secre- 
tary of Agriculture. 


NATIONAL Science FOUNDATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., April 30, 1956. 
Hon. Ricnarp M. Nixon, 
The Vice President, United States Senate, 
Washington, D. C. 

Dear Mr. Vice Prestpent: The National Science Foundation 
herewith transmits a legislative proposal providing for disposition of 
the Government laboratories at Akron, Ohio. 

In accordance with the recommendation of the Rubber Producing 
Facilities Disposal Commission established pursuant to the Rubber 
Producing Facilities Disposal Act of 1953 (Public Law 205, 83d Cong., 
Ist sess.) the Foundation established a Special Commission for Rubber 
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Research to evaluate the Government’s synthetic rubber research 
and development program and to develop recommendations as to the 
need, if any, for continued financial support of such research by the 
Federal Government. The special commission rendered its report 
to the Foundation in December 1955, and made the following recom- 
mendation in regard to the Government laboratories: 

“The commission recommends that the Government laboratories 
be offered for sale after June 30, 1956, through appropriate Govern- 
ment disposal channels, unless in the meantime the University of 
Akron accepts a lease, at a nominal fee, of the facility for the 12 
months ending June 30, 1957, with no Government subsidy during 
that period, under such lease the university being obligated to main- 
tain the facility in good condition but without obligation to maintain 
any particular scale of operations. If the University of Akron ac- 
cepts such a lease, the disposal would be deferred for 1 year.” 

The commission’s report was subsequently approved by the National 
Science Board at its 37th meeting on December 5, 1955. In a letter 
from the Foundation dated February 10, 1956, the University of 
Akron was formally offered a lease of the property for the 12 months 
ending June 30, 1957. We have been advised by the university that 
its board of trustees has rejected the proposed lease. The attached 
bill, therefore, provides for disposition of the laboratories by the 
General Services Administration. 

Based upon an informal survey conducted by the National Science 
Foundation Special Commission for Rubber Research and upon in- 
formation subsequently made available to the Foundation, it appears 
that a “market” exists for the laboratories, with a consequent possible 
recovery, through sele, of a sizable proportion of the Government’s 
investment. Eight industrial firms and nonprofit research institutes 
advised the Commission that they might be interested in acquiring 
the laboratories. The Foundation has also received inquiries from 
additional parties wishing to bid for the laboratories. 

It is the Foundation’s opinion that it would be more appropriate for 
the sale of the laboratories to be handled by the General Services 
Administration rather than by the Rubber Producing Facilities Dis- 

osal Commission. Since no authority exists for operation of the 
aboratories after June 30, 1956, it will be necessary to place the labora- 
tories in standby condition after June 30, 1956, pending disposal. 
The Disposal Commission would not be able to undertake this task. 

Any delay in disposal] following July 1, 1956, will require an outlay 
of substantial additional Government funds for custody and mainte- 
nance of the laboratories in standby condition. It is therefore im- 
portant that this legislation be considered as expeditiously as possible. 

The Bureau of the Budget has advised us that it has no objection 
to the submission of this legislation. 

We greatly appreciate your consideration in this matter. 

Sincerely yours 
Auan T. Waterman, Director. 


A BILL To provide for the disposal of the Government-owned synthetic rubber 
research laboratories at Akron, Ohio 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Government labora- 
tories at Akron, Ohio, now under control of the National Science 
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Foundation are hereby transferred to the General Services Adminis- 
tration for disposal in accordance with the Federal Property and 
Administrative Services Act of 1949, except that the Administrator 
of General Services shall first offer the Laboratories for public sale 
before seeking to dispose of them by transfer or assignment to any 
Federal agency. The National Science Foundation is authorized to 
reimburse the General Services Administration in advance for expenses 
necessary for the protection and maintenance of the laboratories up to 
June 30, 1957. 





EXPLANATION OF PROPOSED BILL TO PROVIDE FOR DISPOSITION OF THE 
SYNTHETIC-RUBBER RESEARCH LABORATORIES AT AKRON, OHIO 


This memorandum discusses some of the considerations raised by 
the proposed legislation. 

Sale of the laboratories has been recommended pursuant to the 
report of the National Science Foundation’s Special Commission for 
Rubber Research which was approved by the National Science Board 
and by other interested agencies in the executive branch. The 
commission found that there was no Federal need for the laboratories 
as a research facility, and that the national interest would best be 
served by transferring the property to private ownership for its 
continued use as a research facility. 

The proposed bill provides for disposition of the laboratories by 
the Administrator of General Services. The General Services Admin- 
istration is the appropriate disposing agency because of the need to 
place the laboratories in standby condition after June 30, 1956, pending 
disposal, a task for which the General Services Administration 1s 
particularly well fitted. Placing the laboratories in standby condition 
will be necessary because the laboratories will have completed all of 
their work for the Government’s former synthetic-rubber research 
program by June 30, and there will be no further need for continued 
Government operation after that date; placing the laboratories in 
standby condition will entail considerably less financial obligation to 
the Government than will continued unnecessary operation. Sale 
of the laboratories will not be affected by the fact that they are in 
standby, rather than operating, condition. 

Under section 9 (a) (7) of the Rubber Disposal Act of 1953, legis- 
lative authority for expenditures in connection with the Government’s 
research program in synthetic rubber expires at the close of fiscal 
vear 1956. he proposed bill would therefore authorize the Founda- 
tion to reimburse the General Services Administration for any pro- 
tection and maintenance cost which may be incurred by the General 
Services Administration during fiscal 1957, pending disposal. 


eee RPO a 


NATIONAL SCIENCE FOUNDATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., May 24, 1956. 


— — 


Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 
DEAR SENATOR FuLBRIGHT: This is in reply to your letter of May 
11, 1956, requesting certain information in connection with S. 3832, 
90004°—57 5S. Rept., 84-2, vol. 4—— 8&3 
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providing for disposal of the Government-owned synthetic-rubber 
research laboratories at Akron, Ohio, which is now pending before 
your committee. 

First, you have asked for the terms of the lease offered the University 
of Akron, which was rejected by the university. That lease was 
offered in a letter (enclosure A) from the Foundation to the President 
of the University of Akron, dated February 10, 1956, which stated 
that the Foundation was prepared to enter into negotiations with the 
university for a nonrenewable, 1-year lease of the laboratories for the 
consideration of $1, with no Government subsidy during that period, 
with the understanding that the university would be obligated to 
maintain the facility in good condition but without being required 
to maintain any particular scale of operations. The university sub- 
sequently informed us that it would not be interested in securing a 
Jease (enclosure B). 

Second, you have requested a statement on the Foundation’s pro- 
posed program of research in the general area of molecular structure 
and arrangement, composition, and properties of high polymers, and 
methods of preparing such materials. 

The Foundation’s proposed program of basic research in the field of 
high polymers is set forth in enclosure C, which lists the grants which 
have been approved or are in process for the conduct of high polymer 
research during fiscal 1957, together with a description of the 
particular work to be pursued by each grantee. The total recom- 
mended program will cost about $687,000 during fiscal 1957. This 
sum includes support of investigations in institutions which have pre- 
viously held synthetic-rubber contracts, amounting to $537,000, plus 
grants to some institutions, not previously associated with the Gov- 
ernment’s synthetic-rubber research program, which requested sup- 
port for research on high polymers. The grants will be activated 
about July 1, 1956. 

Enclosure D lists the professional personnel employed under the 
synthetic rubber research contracts as of January 1956, together with 
a statement of the anticipated number to be utilized in connection 
with the high polymer program. It should be mentioned that several 
of the contractors whose programs included applied as well as basic 
research have sought aid, in some cases successfully, for support of 
the applied research from other Government agencies, especially the 
Department of Defense. Hence, while the total number of profes- 
sional personnel who will be supported under the new program is less 
than that supported by the contracts, it does not follow that these 
scientists have had to transfer their research activities from the high 
polymer field. Many of them will continue to be engaged on high 
polymer research. It should be noted that insofar as the Akron 
laboratories are concerned, the fundamental research program in 
high polymers will not require the utilization of pilot-plant facilities. 
Even under the Reconstruction Finance Corporation and the Federal 
Facilities Corporation programs which were largely applied in char- 
acter, only a small proportion of the time of the laboratories was 
devoted to the servicing of university contractors. 

Finally, you have asked for certain information with regard to 
present developments in the field of synthesizing “natural rubber.’ 
Our understanding of the present status of the announced processes 
for synthesizing duplications of natural rubber is that the Goodyear 
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Tire & Rubber Co. has completed preparation of such material on a 
laboratory scale, and that the Firestone Tire & Rubber Co. and the 
Goodrich-Gulf Chemical Co. have developed processes, different from 
one another, for producing pilot-plant quantities of this material. In 
addition, the Phillips Petroleum Co. has recently announced that it 
has discovered a process for producing elastomers of this type. Fire- 
stone and Goodrich-Gulf have manufactured truck tires from their 
respective products, which have shown satisfactory service when 
compared to natural rubber. Inasmuch as none of these processes 
are in full-scale production, there is obviously the need for further 
applied research to perfect the processes for production ; however, there 
is no apparent need for further fundamental research in this field to 
the extent that there was before these processes were announced. 
The possibility of commercial production in the immediate future 
appears to be slight because of the rather high cost of these processes 
and the decreasing price of natural rubber over recent months. In 
view of this price situation and the increased butadiene-styrene 
synthetic-rubber capacity scheduled for the near future, it is believed 
that the companies will proceed in a methodical, rather than hasty, 
manner to develop these processes toward commercial scale operation, 
since a plentiful supply of butadiene-styrene synthetic will tend to 
hold down the price of natural rubber. We anticipate that some 
commercial plants may be operating by 1960. 

As you know, for a number of years the Government supported 
synthetic rubber research by various companies concerned with the 
production of synthetic rubber. This program was administered by 
the Reconsiruction Finance Corporation and, subsequently, by its 
successor, the Federal Facilities Corporation. These research con- 
tracts were terminated by the Federal Facilities Corporation as of 
April 1955, because of the sale of the Government-owned production 
plants. These contracts contained a defined scope within which the 
research was conducted, and required that the firms make available 
to the Government all information within the scope of the contracts. 
Information coming within the scope of the contracts could be utilized 
freely by the Government and its nominees. Of the companies which 
have made discoveries of a synthetic duplicate of natural rubber, only 
the Firestone Tire & Rubber Co. has fully revealed publicly the nature 
of its process. Goodrich-Gulf Chemical Co., in response to requests 
from the Federal Facilities Corporation, has refused to divulge the 
nature of its discovery, which had been announced before the termina- 
tion of their research agreement with the Government, on the ground 
that its discovery is not covered by the research contract. The rights 
of the Government in connection with these new processes are now 
under consideration by the Federal Facilities Corporation and the 
National Science Foundation, with a view to making certain that the 
Government’s rights in this area are fully protected. 

Sincerely yours, 
Aran T. Waterman, Director. 
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{Enclosure A] 


NATIONAL ScIence FOUNDATION, 
OFFICE. OF THE DIRECTOR, 
Washington, D. C., February 10, 1956. 
President Norman P. AUBURN, 
The University of Akron, 
Akron, Ohio. 


Dear Doctor Ausurn: After careful consideration, the National 
Science Foundation is proceeding to implement the recommendations 
of its Special Committee for Rubber Research with respect to the 
future utilization and disposition of the Government laboratories. 
The recommendations of the commission with respect to the Govern- 
ment laboratories are set forth on page 20 of the commission’s printed 
report as follows: 

“The commission recommends that the Government laboratories 
be offered for sale after June 30, 1956, through appropriate Govern- 
ment disposal channels, unless in the meantime the University of 
Akron accepts a lease, at a nominal fee, of the facility for the 12 
months ending June 30, 1957, with no Government subsidy during 
that period, under such lease the university being obligated to main- 
tain the facility in good condition but without obligation to maintain 
any particular scale of operations. If the University of Akron ac- 
cepts such a lease, the disposal would be deferred for 1 year.” 

* accordance with the above, the National Science Foundation is 
prepared to initiate negotiations with the University of Akron for a 
nonrenewable 1-year lease of the laboratories for consideration of $1 
plus the assumption by the university of the responsibilities set forth 
in the commission’s recommendation quoted above. 

The National Science Foundation intends to submit recommended 
legislation in the near future which would authorize the executive 
branch of the Government ‘to dispose of the facility. The effective 
disposal date to be specified in such legislation will be either June 30, 
1956, or June 30, 1957, dependent upon whether or not a lease is 
consummated between the Government and the University of Akron. 

I would appreciate an early reply, in any event no later than 
February 17, as to whether the university is interested, in principle, 
in negotiating a lease along the lines described above. If the uni- 
versity is so interested, the Foundation is prepared to begin negotia- 
tions immediately with you and your representatives. 

Sincerely yours, 
Aran T. WATERMAN, Director. 


{Enclosure B] 


Tue UNIVERSITY OF ÅKRON, 
Akron, Ohio, February 16, 1956. 
Dr. ALLAN T. WATERMAN, 
Director, National Science Foundation, 
Washington, D. C. 
Dear Dr. WATERMAN: At its regular meeting yesterday the board 
of directors of the University of Akron voted unanimously not to 
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accept the Foundation’s offer to lease the Government laboratories 
for a 1-year period beginning July 1, 1956. 

The board voted to discontinue operation at the laboratories 
effective June 30, 1956, for a number of reasons which are not pertinent 
here. 

Inasmuch as it will be necessary to continue to prosecute the out- 
standing contracts, it is essential that there be an early announcement 
as to terminal pay. Our contract NSF/RR-C7 in article 3, section 
B1, provides that the National Science Foundation will abide by such 
termination plans as were in effect when the laboratories were under 
the direction of the Federal Facilities Corporation. 

At a meeting with Mr. Taft on July 27, 1955, in your offices in 
Washington this question of severance pay liability was discussed 
and it was agreed by your representatives that it would be assumed by 
the National Science Foundation and would not be included in the 
operating budget. 

Further, a letter under date of July 29, 1955, signed by James M. 
Mitchell, Assistant to the Director, with respect to employee benefit 
plans states: ‘We see no barrier to the continuance of the employee 
vacation, sick leave, and severance payment plans previously ap- 
proved by the Federal Facilities Corporation * * *.” 

We should appreciate word from you on this matter as soon as 
possible. We can understand the problem we shall have of retaining 
personnel now that it has been announced that the university will 
cease its management of the Government laboratories on June 30. 

Sincerely yours, 
Norman P. Ausurn, President. 


[Enclosure C] 


PROPOSED PROGRAM OF RESEARCH 


The new high polymer research program is concerned with the 
molecular structure and arrangement, composition, and properties 
and methods of preparing such materials. 

The specific problems to be investigated under 17 proposed grants 
for support of high polymer research beginning about July 1, 1956, 
are the following: 


University of Akron (Morton) 

Title: Mechanism of heterogeneous addition polymerization.—Addi- 
tional polymers have recently been synthesized in which the molecular 
chain has a highly specific microstructure. The polymers are highly 
crystalline, and have high softening points. These polymers are pre- 
pared from olefines or dienes at relatively moderate pressures and tem- 
peratures using heterogeneous catalysts such as aluminum triethyl- 
titanium or metallic lithium dispersions. The mechanism of the re- 
action will be investigated by studying the kinetics, effect of different 
catalysts, solvents, and effect of structure of the olefines or dienes. 


Case Institute of Technology (Maron) 


Title: Rheology of suspensions of spherical particles and of polymer 
solutions. —This research will be concerned with the effect of particle 
size, particle size distribution and quantity and character of emulsifiers 
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on non-Newtonian flow of polymers in an attempt to arrive at a 
theoretical explanation of the phenomena. The rheology of polymer 
solutions as a function of rate of shear, concentration, temperature, 
solvent, molecular weight and molecular weight distribution will be 
determined. 

University of Chicago (Kharasch) 

Title: Chemistry of polymerization and the chemical properties of 
polymers.—The following studies will be made: 

1. Effect of light and oxygen on the degradation of polymers and 
the free radical mechanism of the reaction. 

2. Theory and mechanism of reactions leading to cis polymers. 

. Mechanism of action of polymerization inhibitors. 

. Stereospecific addition and elimination reactions. 
. Hydroxy hydroperoxides and their relation to ozonides. 
Reactions between dienes, alkyl or aryl halides and a metal. 

. Effect of gamma rays on polymerization and mechanism of the 
reaction, 

8. Short-stopping of polymerization. 

Cornell University (Debye) 

Title: Polymers in strong electrical fields and porous media flows.— 
Theoretical and experimental studies will be conducted on the trans- 
port of uncharged but highly polarizable molecules under the influence 
of a strong inhomogeneous static electrical field. This may lead to 
a method for the determination of molecular weight distribution in 
situ without fractionation. Also, a study will be made of the flow 
of polymer solutions through porous media in an attempt to achieve 
fractionation of different molecular weights. 


Cornell University (Flory) 

Title: Properties of polymers and their solutions.—This is a broad, 
basic physical chemical study of polymers which includes a study of 
phase transitions, thermodynamics and kinetics, 

University of Illinois (Marvel) 

Title: Synthesis and relation between structure and properties of 
high polymers.—This is a broad, basic program on the synthesis of 
new polymers including block polymers and copolymers and a study 
of a variety of reactions leading to new types of polymers. 
University of Illinois (Wall) 

Title: Mechanics of coiling type polymer molecules.—An_ experi- 
mental and theoretical study of the mechanics of coiling type polymers 
involving quantum mechanics, partition functions, effects of pressure 
on viscosities and distribution of molecular lengths (using high speed 
computations). 


Massachusetts Institute of Technology (Morton) 


Title: Polymerization and polymers produced by organoalkali metal 
reagents.—This is a basic study of catalysts, from an organic chemical 
viewpoint, which have assumed importance in the recently announced 
synthesis of natural rubber (cis-polyisoprene) including the Alfin 
catalyst discovered by Dr. Morton. 
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Mellon Institute of Industrial Research (Markovitz) 


Title: Physical properties and molecular parameters of polymers.— 
Studies will be conducted on the relaxation spectra of solid polymers 
by measuring their dynamic mechanical properties. An attempt will 
be made to correlate physical properties with chemical composition. 


University of Minnesota (Kolthoff) 


Title: Kinetics and mechanism of emulsion polymerization.—This is 
a basic study of the emulsion polymarization processes. 


National Bureau of Standards (Leaderman-Furukawa) 


Title: Rheology and thermodynamics of polymers.—A study will be 
made of the dependence of rheological properties upon molecular 
weight distribution. Heat capacity data on polymers will be compiled, 
analyzed and correlated. 

Cornell University (Laubengayer) 

Title: Synthesis and characterization of inorganic polymers.—This 
research is concerned with the synthesis of inorganic polymers by 
(a) condensation of hydroxides and organohydroxy compounds of 
boron, aluminum, gallium and germanium; (b) condensation of mole- 
cular addition compounds formed by the reaction of halides of boron, 
aluminum, titanium, silicon, germanium and tin with compounds 
such as ammonia, the methyl amines, hydrogen cyanide and methyl 
cyanide and (c) copolymerization of polyhydroxides (e. g. boric acid) 
with polyalcohols. 

University of Illinois (Audrieth) 

Title: Phosphorus-nitrogen compounds and their derivatives.—A study 
of phosphonitrilic chlorides, which polymerize to so-called inorganic 
rubber, and which are formed in the reaction of phosphorus trichloride 
and pentachloride followed by deammonation. The products will 
be characterized by physical, chemical and X-ray diffraction methods. 
Johns Hopkins University (Cryder) 

Title: Chemistry of the condensed phosphates.—An investigation of 
the cyclic tri- and tetra-metaphosphates including their stereo- 
chemistry, thermodynanic properties and transformations between 
isomers, 

State University of New York (Schuerch) 

Title: Stereoisomerism of vinyl polymers.—This study is conecrned 
with the relationships between composition, structure and properties 
of high polymers. 

State University of New York (Szwarc) 

Title: Polymerizations initiated by electron-transfer to monomer.— 
A study of free radical and anionic mechanisms of block polymer 
formation. 


University of Wisconsin (Ferry) 

Title: Mechanical Properties and Polymer Structure-—The relation 
between chain structure and mechanical relaxation and retardation 
spectra of polymers will be investigated. 
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{Enclosure D] 


The following table indicates the number of professional personnel 
to be employed under the high polymer research program at institu- 


tions which previously held Government synthetic rubber research 
contracts.' 


Professional per- Professions) personnel to be 
sonnel employed supported after July 1, 1958 
Principal investi- | as of January 1956 | 
Institution gator | 


] | | 
Full time (Halftime Full time! Halftime! Period, 


Burke Research Co.! Burke 
Case Institute of Technology...| Maron. . 
University of Chicago._........| Kharasch_. 
Cornel] University | Debye 
Cornell University ?.. Johnson-Knudson 
Cornell University Flory | 
University of Minois Marvel 
University of Minois.. Wall... 
Massachusetts Institute of Tech- | Morton 

nology. 
Mellon Institute ?..... Markovitz.. 


University of Minnesota._.....-] Kolthoff 


i Í 
University of Akron Morton | 


Total 
Grand total | 





1 Support not recommended by the Foundation because the research was largely applied and hence out 
side of the Foundation’s responsibility to support basic research through its grant program 

2 Support not recommended by the Foundation because of the illness of one of the co-investigators 

* The Foundation proposes to support only the basicresearch portion of the program previously supported 
under contract. 


The following table indicates the number of professional personnel 
to be employed under the high polymer research program at institu- 
tions which were not holders of Government synthetic rubber con- 
tracts. 


| Professional personne! to be sup- 
f ported after July 1, 1956 


Full time | Half time | Period, 
| years 


| 
Institution | Principal investigator 
| 


Cornell University.........................| Laubengayer 
University of Illinois | Andricth 
Johns Hopkins University | Cryder 

State University of New York... | Sehuerch 
State University of New York 

University of Wisconsin 


Total 


Grand total. ....! 
i 


Hence, the total number of professional personnel who will be 
employed under the high polymer research program sponsored by the 
National Science Foundation about July 1, 1956, is 62 (32 full time; 


! All personne! described tn these tables are research associates, graduate students, and other staff em 

loyed by the research contractors. Only the NBS has Federal employees. With respect to National 
Science Foundation administrative and technical staff required for supervision of the program, the num 
bers of personnel employed at sequential dates since July 1, 1955, are as follows: July 1, 1955, 3 professional 
and 8 clerical; September 1, 1955, 3 professional and 3 clerical (this represents the level of staffing which 
would have been required on a continuing basis had the decision been made to continue the program at 
the fiscal year 1956 level); April 30, 1956, 2 professiona) and 1 clerical; July 1, 1956, none. 
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30 half time). The total number of such personnel employed under 
the Government-sponsored synthetic rubber contracts in January 
1956, was 90 (49 full time; 41 half time). 


Tue SECRETARY OF COMMERCE, 
Washington, D. C., June 1, 1956. 


Hon. J. W. FULBRIGHT, 
United States Senate, 
Washington, D. O. 


DEAR SENATOR FULBRIGHT: Your letter of May 11, 1956, raised a 
number of questions relative to S. 3832, a bill to authorize the disposal 
of Government-owned synthetic-rubber laboratories at Akron, Ohio. 
It is the view of the Department now that the Government has either 
sold or placed in a standby condition its rubber producing facilities, 
that there appears to be little need for continued Government opera- 
tion of this laboratory which has been engaged primarily in developing 
production characteristics and feasibility of new synthetic rubber 
rather than in basic research in the field of synthetic rubber. It 
would appear appropriate that research of the type carried on at the 
laboratory be undertaken by private industry while the Government 
confines itself to the basic areas. For these reasons the Department 
favors enactment of legislation such as S. 3832. 

Your letter referred to a statement from the National Bureau of 
Standards that was included in the report of the Special Commission 
for Rubber Research of the National Science Foundation. As you 
noted, this statement indicated that the Bureau would be able to 
make effective use of the laboratories in its program of research, 
testing, and standardization. The statement, however, was predicated 
on the assumption that the Federal Government would continue to 
sponsor an extensive program of synthetic-rubber research. Since 
the Special Commission on Rubber Research has recommended dis- 
continuance of the present program of Government-sponsored rubber 
research projects and this recommendation has been accepted by the 
administration, the assumptions on which the comments of the Na- 
tional Bureau of Standards were made no longer apply. 

The full background of the Bureau’s interest in this matter is pro- 
vided in enclosures 1, 2, and 3. Enclosure 1 is a letter of October 7, 
1955, from the Director of the National Bureau of Standards to the 
Director of the National Science Foundation. Enclosure 2 is entitled 
“Government Rubber Laboratory, Akron, Ohio—Statement by 
Members of the Staff of the National Bureau of Standards,” and 
includes the quotation used by the report of the Special Commission 
on Rubber Research. Enclosure 3 is entitled “Government Research 
Program on Synthetic Rubber—Statement by Members of the Staff 
of the National Bureau of Standards.” All three of these attachments 
were prepared last October at the request of the National Science 
Foundation and its Special Commission for Rubber Research. 

You requested information concerning the Bureau’s current and 
contemplated research program on molecular structure and polymers, 
including natural and synthetic rubber. This work is centered in the 
Bureau’s Division of Organic and Fibrous Materials. I am attaching 
as enclosure 4 a list of the currently active projects in that Division 
and two projects in another division. Those projects pertinent to the 
questions in your letter have been checked. A more abbreviated 
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statement of this work is included in the latest annual report of the 
National Bureau of Standards and the pertinent section of that 
report is included as enclosure 5. Enclosure 6 consists of statements 
defining new projects in the area of interest which would be activated 
in fiscal year 1957, providing the pending budget requests of the 
National Bureau of Standards are approved. 

The facilities to be utilized in the current and proposed programs 
of polymer research are all in Washington; in the event that congres- 
sional approval is given to the proposed removal of the Washington 
activities to another location, these facilities would be moved as part 
of the overall plan. We do not contemplate that this would require 
the construction of rubber pilot-plant units or any other facilities 
similar in scope to the Akron laboratory. 

With the National Science Foundation’s discontinuance of the 
Government-supported program of synthetic-rubber research, the 
facilities of the Government laboratory in Akron would be of little 
utility to the National Bureau of Standards in carrying out only the 
program of fundamental polymer research previously mentioned. 
The main use of the laboratories contemplated by the National Bureau 
of Standards last October was for the preparation of special rubbers 
and other polymers in connection with the larger program of research 
on synthetic rubber at a number of institutions. As stated in the 
second sentence of enclosure 2, it was expected that the Akron labora- 
tory would be sold if the larger program should be discontinued. 

According to the National Bureau of Standards, the so-called syn- 
thetic-natural rubber which you .nention is technically known as 
cis-1,4—polyisoprene. It represents the essential duplication of the 
chemical constitution and structure of natural rubber. The first de- 
tailed technical articles describing two varieties of cis-1,4—polyiso- 
prene appeared in the April 1956 issue of Industrial and Engineering 
Chemistry. Several pilot plants to produce it are under construction 
and it is expected that a few tons per month will be produced by the 
end of 1956. A considerable amount of further research is needed, and 
detailed pilot-plant studies will doubtless be made before there is any 
large-scale preduction. Thus there is not likely to be any commercial 
significance to the material for several years. The discovery has, of 
course, considerable strategic implications in the long run, as far as 
the natural rubber stockpile is concerned. 

I am unable to give an opinion as to any rights and interest the 
United States Government may have in these discoveries; | am not 
familiar with the terms of the research contracts nor with the condi- 
tions under which they were terminated by the Reconstruction Finance 
Corporation. 

The successful synthesis of cis—1,4—polyisoprene is a notable achieve- 
ment. However, it does not eliminate the need for further funda- 
mental research on rubber. Natural rubber is far from an ideal 
material. There are already many applications that require a rubber 
having properties superior both to those of natural rubber and the 
synthetic rubbers currently available. 

I shall endeavor to give further details on any of the above matters, 
if you desire them. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 
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ENCLOSURES IN LETTER OF SECRETARY OF COMMERCE WEEKS 


1. Letter of October 7, 1955, from the Director, National Bureau 
of Standards, to the Director, National Science Foundation. 

2. Statement of October 1955 by members of the staff of National 
— of Standards on Government rubber laboratory, Akron, 

110. 

3. Statement of October 1955 by members of the staff of National 
Bureau of Standards on Government research program on synthetic 
rubber. 

4. List of active projects, Divisions 7 and 3. (Retained in commit- 
tee files.) 

5. Annual report of National Bureau of Standards, 1955. (Retained 
in committee files.) 

6. List of proposed new projects for fiscal year 1957. 


{Enclosure 1] 


DEPARTMENT OF COMMERCE, 
NATIONAL BuREAU OF STANDARDS, 
Washington, D. C., October 7, 1956. 
Subject: Government Rubber Laboratory, Akron, Ohio. 


Dr. Aran T. WATERMAN, 
Director, National Science Foundation, 
Washington, D. C. 

Dear Dr. Waterman: Mr. Colman, on behalf of the special 
commission appointed to advise the National Science Foundation on 
the continuation of the Government rubber research program, has 
requested our views on the possibility of having the National Bureau 
of Standards assume responsibility for the Government Laboratory 
located in Akron, Ohio, and currently operated by the University 
of Akron under contract with the Government. 

Before stating our position, I should mention that the present 
statutory authority of the National Bureau of Standards would 
permit the transfer of this responsibility without additional legislation. 
Further, it would be possible either to operate the laboratory under 
contract or to integrate the laboratory into our own operations. 
I might add that we operate laboratories in several parts of the 
United States, in several of its possessions, in Greenland and in 
Puerto Rico. 

In answer to the specific request of Mr. Colman the National 
Bureau of Standards would willingly undertake the responsibility for 
the continuation of the Akron laboratories if the National Science 
Foundation special commission should so recommend. In offering to 
take over the laboratory, I wish it understood that we are not re- 
questing or seeking this responsibility but that as a scientific service 
agency, we are anxious to assist in any way that may be desired. 

For the information of the National Science Foundation and the 
special commission, I am enclosing a statement on the Akron labora- 
tory prepared by members of our staff concerned with rubber research. 
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It is their present opinion that integration of this facility with our 
activities would be preferable to operating it under contract if it 
should be transferred to the National Bureau of Standards. 
Very truly yours, 
A. V. Astin, Director. 


{Enclosure 2] 
GOVERNMENT RUBBER LABORATORY, AKRON, OHIO 


A Statement by Members of the Staff of the National Bureau of 
Standards 


The future role of the Government Rubber Laboratory at Akron, 
Ohio, must be considered in relation to the overall rubber research 
program of the Federal Government. Obviously, if the Government 
discontinues this program, the laboratory should be sold at a fair 
price. However, the continuation of the Government research pro- 
gram reoriented to meet changed circumstances, would be of great 
value and importance to the Government. The recently announced 
synthesis of natural rubber lends encouragement to the possibility of 
developing polymers for use at extremely high and extremely low 
temperatures and for other as yet unanticipated applications that may 
be important to the national welfare. This subject is developed 
further in our statement on the Government rubber research program. 

If it is assumed that the Government will continue to sponsor a 
fundamental rubber research program, the Akron laboratory will be 
needed, at least in part. Further, it is necessary that it be operated 
by some neutral organization in order to permit contractors at State 
universities or other publicly supported institutions to utilize the 
services of the Laboratory freely. 

Several methods of operation are possible. The Laboratory might 
be sold for a nominal sum to a university or a nonprofit research insti- 
tute with the Government retaining certain rights for services to. meet 
its needs. The Government would pay for services rendered. If a 
Government subsidy were necessary (to continue operation, this 
method would not be desirable. In such a case, it would be preferable 
for the Government to retain the laboratory and either operate it 
under contract or directly. The two agencies of the Government 
that might logically administer this Laboratory are tlie Department 
of Defense and the Department of Commerce. 

If the laboratory were transferred to the Department of Commerce 
and the National Bureau of Standards were assigned the responsibility 
for its administration, it appears at present that the most effective 
utilization of this facility would be achieved by integrating it with 
our own activities. This procedure would have the following 
advantages: 

1. The expense and inefficiency of dual administration would be 
avoided. 

2. Some activities in Washington could be transferred to Akron, 
which would result in more efficient utilization of space and facilities. 

3. The needs of other Gevernment agencies would be served more 
efficiently. 
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4. Contractors participating in the Government rubber research 
ny ram would deal with only one organization to obtain the services 

the laboratory. 

a It would permit undertaking additional standardization activities 
in the rubber and polymer fields. 

6. It would avoid duplication of some equipment, such as rubber 
mills, laboratory Banbury, vulcanization presses and testing equip- 
ment. 

7. In view of items 1, 2, and 6, the overall cost to the Government 
should be less by direct operation. 

One of the objectives of the Government rubber research program 
is to assure an expanding synthetic-rubber industry in the United 
States. Therefore, the unique services of the Akron laboratory should 
be available to industry on a fee or reimbursement basis. If the legis- 
lation now pending in Congress is passed, the fees collected could be 
used to defray the cost of doing the work. Under present statutes 
all payments received must be deposited in the Treasury and costs 
defrayed from appropriated funds. A policy would have to be estab- 
lished on the types of services which would be available to industry. 
The recommendations of the National Science Foundation special 
commission and the National Bureau of Standards advisory commit- 
tees should be obtained regarding the nature and scope of services to 
be rendered if it should be decided to transfer the Akron laboratory 
to the National Bureau of Standards. 

An integration of the Akron Laboratory with National Bureau of 
Standards activities would obviously involve considerable reorienta- 
tion in program and objectives. The following examples illustrate 
some of the work that would be conducted in Akron: 

The preparation of special experimental polymers required 
by research contractors. 

2. The preparation of accurately characterized polymers and 
polymer fractions in quantity as a service to research laboratories 
working in polymer science. 

3. The development and preparation of special rubbers required 
by ho Government agencies. 

The establishment and maintenance of standard samples of 
— and compounding ingredients for the rubber industry. 

The development of methods of test, and specifications for 
Government use. 

Research on the properties and constants of rubber and 
— elastomers and polymers. 


Work for private organizations which require the unique 
facilities of the laboratory. 


{Enclosure 3] 
GOVERNMENT RESEARCH PROGRAM ON SYNTHETIC RUBBER 


A Statement by Members of the Staff of the National Bureau of 
Standards 


The present Government research program on synthetic rubber 
should be continued and reoriented toward broader and more basic 
research. The support of fundamental research today is generally 
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recognized as a responsibility of the Federal Government. The 
Hoover Commission and many other farsighted groups and individuals 
have pointed out that the rapid developments in industrial tech- 
nology and weaponry in recent years will inevitably slow down unless 
vigorous steps are taken to augment the store of basic knowledge. 
The spectacular developments in synthetic rubber have far outstripped 
—— of polymer science. The needs of the Government for 
new polymers and other developments warrant the support of a 
special program of basic research on polymers over and — the 
support of academic research in general. 

he Government has a very large interest in rubber for transporta- 
tion. Tires are, of course, the largest single item, but fuel tanks, 
hose, gaskets, mountings against shock and vibration, and thousands 
of other products are likewise essential to the operation of rockets, 
planes, tanks, and trucks. Unlike civilian applications, the require- 
ments of the Government include ability to operate at extremely 
low temperatures such as those encountered in supersonic flight. 

The Government also has need for new and improved polymers 
for the insulation of electric wires and cables, and for radically new 
types of clothing and footwear that are in the early stages of develop- 
ment. Furthermore, rapidly expanding use is being made of rubber 
in the construction of airfields, dams, locks, and other structures 
that are of concern to both the civilian and the military branches of 
the Government. 

The recently announced synthesis of natural rubber represents a 
very important accomplishment that may in a few years deviate the 
necssity for the stockpiling of natural rubber by the Government. 
This accomplishment, however, does not mean that the Government 
need have no further concern for rubber, or even for rubber for tires. 


Natural rubber is far from ideal; a much improved rubber is especially 
needed for tires for high-speed aircraft. It is not to be expected that 
nature in evolving a material for storing food in plants should have 
developed at the same time a material that shows the lowest pi 


generation of heat on flexing. The synthesis of natural rubber, far 
from being the goal, is only a milestone on the road to far greater 
achievements. The scope and magnitude of the tasks ahead are 
such that the Government should continue to assume responsibility 
for a research program on rubber. 

The program of the Government should be made up of two closely 
integrated parts—one, a fundamental research program conducted 
by universities and other appropriate public and private scientific 
institutions; and the other, a service-type program conducted by the 
Government Rubber Laboratory in Akron. The research program 
would add to the storehouse of knowledge of polymers and would 
thereby provide the basis for developments that would lead to the 
production of new synthetic rubbers for the Government’s peculiar 
needs. This research would likewise be of marked benefit to industry 
since it would consist, in large measure, of work of so general and basic 
a nature that individual firms would not undertake it on their own 
initiative. 

Suggestions regarding the program of the Akron laboratory have 
been presented in more detail in a statement prepared in answer to a 
specific request from the special commission appointed to advise the 
National Science Foundation on the continuation of the Government 
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research program on synthetic rubber. The operations envisioned 
for the laboratory would be concerned with meeting specific needs of 
the Government and with the support of ——— laboratories by 
preparing pure polymers and polymer fractions in quantity and by 
other services. If it were decided that the responsibility for the 
Akron laboratory should be transferred to the National Bureau of 
Standards, some of our activities in rubber, particularly our standard- 
ization program, would be transferred from Washington to Akron. 

The policy of continuing support is of great importance to the 
future success of a Government ae program. Support 
on a reasonably uniform basis over a period of years will net much 
larger returns than the sporadic appropriation of large sums for short 
times or limited objectives. It is perhaps too much to hope that 
problems incident to annual appropriations can be avoided, but a 
strong statement of policy relative to the continuation of the pro- 
gram “would aid materially in alleviating uncertainty and minimizing 
the loss of personnel by the contractors 

The level of the Government synthetic-rubber program should be 
increased if it is to meet adequately the needs of the Government for 
special materials and the needs of both Government and industry 
for fundamental research. This increase should be gradual in order 
to insure that only exceptionally well-qualified research workers are 
brought into the program, and further to insure that their activities 
become thoroughly integrated into the program as a whole. Much 
of the success that has attended the program since its inception early 
in World War IL has been the result of close and unrestricted com- 
munication among the participants. The present organization accom- 
plishes far more than the contractors would accomplish if they operated 
as individuals, receiving separate grants as part of a general scientific 
program, 

To give specific figures, a minimum of $20 million is needed for the 
Government research program on rubber in the next 5 years. This 
amount includes approximately $5 million for the operation of the 
Akron Laboratory, which might reasonably be expected to continue 
at approximately the present level. In view of the fact that fiscal 
year 1957 might be considered a transition period, the budget for 1957 
might be near the same level as for 1956. The budgets for fiscal vears 
1958 and 1959 should be substantially increased so that more research 
institutions can be brought into the program. 

The nature and scope of the research that might be undertaken in 
the program that has been discussed in the preceding paragraphs is 
better indicated by referring to specific research projects than by 
undertaking to formulate a general statement. Many discussions 
about fundamental research programs have proved fruitless because 
of difficulties in semantics. Hence, in order to give an indication of the 
type of work that we think should be included in a fundamental 
research program on rubber, we have sketched briefly a number of 
projects that should be undertaken. These projects, which are ap- 
pended to this statement, do not constitute a proposal for work that 
the National Bureau of Standards would offer to undertake during the 
next fiscal year; nor are they intended to represent a proposal for the 
program as a whole. They are simply projects of the sort that might 
occur to anyone with a background in the polymer field, and serve to 
indicate the vast amount of research to be done. 
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PROJECTS SUGGESTED FOR A PROGRAM OF GOVERNMENT RESEARCH 
ON SYNTHETIC RUBBER 


Inorganic rubbers. 

Meta-phenylene polymers. 

Thermal degradation of polymers. 

Polymer degradation by nuclear radiations. 

Oxidative degradation of rubbers. 

Mechanical shear degradation of rubbers. 

Abrasion of rubber. 

Thermochemical measurements of bond strengths. 

Thermodynamic studies of polymer solutions. 
Solubility of compounding ingredients in rubbers. 
Mechanism of vulcanization. 
Effect of polymer structure on properties. 
Mechanical properties of rubbers. 
Dielectric characteristics of rubbers. 
Polymerization mechanisms on solid catalysts. 
Rate of polymerization of deuterated styrenes. 

. Physical properties, constants, and chemical stability of 

monomers and related compounds. 


. 


OND oR 0 No 


1. Inorganic rubbers 


The Government has an urgent need for rubbers that will perform 
satisfactorily at temperatures as high as 1000° C. It does not appear 
that rubbers containing carbon can be developed for this service; 
therefore, studies of polymeric inorganic materials that may have 
rubbery properties should be initiated. 

2. Meta-phenylene polymers 

Aromatic compounds having completely or partially conjugated 
single and double or triple skeletal bonds, in general, are more stable 
than the corresponding aliphatic compounds of comparable molecular 
weight and structure. Apart from benzene and a few very simple 
compounds of this type, thermodynamic and related data are either 
fragmentary or nonexistent. Such data are of interest not only in 
classical thermodynamic applications but also in the investigation of 
intra- and intermolecular forces. Barriers to internal rotation and 
tautomerism are of particular interest in the interpretation of macro- 
scopic —— of chain-like molecules. 

A preliminary study of internal rotation and tautomerism in chains 
of the type (—C,H,—X—),, where X is zero, C=C, CH=CH, O, 5, 
etc., indicates that the meta derivatives have a greater number of 
tautomer configurations with approximately the same energy than 
either the para or ortho isomers. Hence, meta-phenylene derivatives 
are more likely to fulfill the requirements of a flexible high-temperature 
material. 

It is suggested that there be initiated a program of experimental 
and theoretical investigation of the thermodynamic, thermochemical, 
transport, and related properties in order to obtain information on the 
thermal stability, internal rotation, and inter- and intra-molecular 
forces of lower members of phenylene, phenylene oxide. and other 
aromatic-type chains. This would be a part of a larger program on 
the investigation of high-temperature materials which would include 
synthesis as well as study of other physical properties. 
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3. Thermal degradation of polymers 


All organic polymers decompose at elevated temperatures, even in 
the absence of oxidizing agents. These temperatures depend not only 
on the elements which make up the molecules but also on the chemical 
structure of the molecules. The mechanisms of decomposition also 
vary. Some polymers decompose to form only monomer. Others pro- 
ceed further and produce small molecules such as HCI, CO, H:O, ete. 
Still others break up into fragments consisting of a number of monomer 
units. The procedure for the breakdown of these molecules also de- 
pends on the chemical compostion and structure. By determining 
these mechanisms and the rates of degradation at various temperatures 
for the various chemical structures, it should be possible to design 
polymers having greater thermal stability. 


4. Polymer degradation by nuclear radiations 


The effects (generally deleterious) produced in rubberlike and related 
polymers by nuclear radiations are an area of research of particular 
importance at the present time. An investigation is highly desirable 
of the mechanisms by which high-energy radiation interacts with 
polymers and of the secondary reactions occurring. Mechanisms 
of thermal decomposition and other types of degradation are undoubt- 
edly related to those produced by radiation, and a knowledge of one 
type of mechanism will help in understanding another. 


5. Oxidative degradation of rubber 


The deterioration of rubber by oxygen under normal conditions of 
storage is well known. The rate of deterioration is quite variable 
from batch to batch of rubber as well as for different types of syn- 
thatic rubbers. At the present time there is no theory or mechanism 
which can satisfactorily predict the storage life of rubber or rubber 
articles. A study of the general mechanism of such degradative 
reactions should be initiated in an attempt to evaluate the storage-life 
of rubber and to establish a mechanism for the action of retarders or 
antioxidants to prolong such storage life. 


6. Mechanical shear degradation 


Chain bond rupture resulting from the flow of concentrated polymer 
solutions through capillary tubes is an important way of studying 
energy transfer within polymeric systems. It should give valuable 
information about entanglements and other types of intermolecular 
connections in such systems and therefore about the strength and 
other deformation-related properties of polymers. It is also important 
as a new way of introducing free radicals and therefore initiating new 
types of polymerization. 

7. Abrasion of rubber 


Most of the studies on the abrasion of rubber have been directed 
toward the development of a laboratory instrument which could be 
used to predict the wear encountered in service. It is generally agreed 
that none of the more than 20 laboratory abraders that have been 
developed are satisfactory to predict service performance. This lack 
of success stems from our lack of knowledge of the basic mechanism 
involved in the abrasion process. 

Very few studies have been made on the fundamental mechanism 
involved in abrasion. The few publications on the subject have been 
mostly from European laboratories. Two theories have been ad- 


90004°—57 S. Rept., 84-2, vol. 4—84 
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vanced ; one assumes abrasion to be a mechanical process and the other 
a chemical process. These theories have not been examined experi- 
mentally. In view of the importance of abrasion, studies should be 
undertaken to determine the factors responsible for abrasion, the 
mechanism by which it occurs, the surface temperatures during abra- 
sion, and other basic facts of this process. The difficulty of experi- 
mentation has been the reason that the problem has not received 
more attention. A fundamental investigation on the mechanism of 
abrasion of rubber can no longer be neglected since the search for new 
polymers with good abrasion resistance is hampered and is also ineffi- 
cient without this basic knowledge. 


8. Thermochemical measurements of bond strengths 


The heats of combustion and formation of some low molecular- 
weight alcohols and of sulfur-containing compounds should be deter- 
mined. These data will yield values for the energy of the 
earbon-oxygen and carbon-sulfur bonds. Knowledge of the stre sngths 
of these bonds is important to an understanding of the properties and 
behavior of natural and vulcanized rubber and related materials. It 
would also be worthwhile to investigate the application of molecular- 
orbital theory calculations to the effects of substituent groups on the 
energies of the carbon-oxygen and carbon-sulfur bonds. 


9. Thermodynamics of polymer solutions 


Accurate thermodynamic data on polymer solutions are essential to 
the development of satisfactory theories of polymer-solvent inter- 
action. For the most satisfactory correlation and analysis of various 
thermodynamic and related data, it is desirable that a complete set 
of data be obtained using the same well-characterized polymer sample. 
Such data should include vapor pressures and densities of solutions, 


heats of mixing, and specific heats of solutions. It is also desirable 
that the polymer selected for such an investigation be one which is of 
relatively simple structure, and on which a considerable amount of 
other physical data is available. 


10. Solubility of compounding ingredients in rubber 


It is well known that rubber behaves like a liquid and that vulcan- 
izing ingredients to be effective must be soluble in the rubber. Except 
for sulfur, little work has been done to measure their solubility in 
rubber. Even the work with sulfur has been confined almost ex- 
clusively to natural rubber. A systematic study is needed to measure 
the solubility of the important compounding ingredients in various 
rubbers over a wide range of temperature. This knowledge would 
greatly assist in making compounding a science rather than an art. 


11. Mechanism of vulcanization 

The ability of a mixture of zinc oxide, sulfur, accelerator, and rubber 
to yield a highly elastic, practical rubber product leads to the obvious 
desire to improve the desirable properties of the resulting vulcanizate 
and to minimize undesirable properties. A knowledge of the mecha- 
nism involved in the vulcanization reaction is necessary in order to 
determine the limits to be expected from such a system. At the 
present time there is no satisfactory explanation for either the reaction 
mechanism or the structure of vulcanized rubber. A study of the 
basic mechanism involved in the reaction or reactions is needed to 
determine the role played by the metallic oxide and accelerators, as 
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well as to determine the manner in which sulfur is combined with the 
rubber molecule. 


12. Effect of polymer structure on properties 

Many high polymers are known to be highly branched; for example, 
polymers of alkyl acetate, vinyl acetate, acrylonitrile, vinyl chloride, 
methyl acrylate, ethylene, and various diolefins, including synthetic 
rubber. Branching has a profound effect on many physical proper- 
ties, such as degree of crystallinity, melting point, both dilute-solution 
and bulk viscosity, and glass transition. With the possible exception 
of dilute-solution viscosity, the quantitative information from which 
exact theories can be deduced has not as yet been forthcoming. The 
chief difficulty involved in obtaining such data is not in the methods 
of measurement, since they are in general highly developed and pre- 
cise, but in the preparation of model systems in which either the 
number, size, or distribution of branches is well defined. 

In the last 5 years a considerable number of advances in preparing 
special branched or “graft” polymers has been made. Also, a new 
method based on the isotope effect of deuterium has recently been 
described for decreasing the number of branches in a given polymer 
and also for establishing in detail the mechanism through which 
branches are produced in addition polymerization. The method is 
generally a plicable to all addition palymers, including synthetic 
rubbers. The deuterium technique will allow one to measure the 
relative importance of branching by abstraction of a methylene hydro- 
gen versus polymerization through the unsaturated linkage in the 
chain. This information would also be of importance to the clarifica- 
tion or rubber breakdown by oxidation and vulcanization mechanisms. 


13. Mechanical properties of rubber 


The mechanical response of polymers to small strains is well estab- 
lished in the range of rubberlike behavior, and the molecular inter- 
pretation of this behavior is reasonably well advanced. Our knowl- 
edge of these prstane in the glassy state and at large strains is, on 


the other hand, very far from satisfactory. 

There is a great need for experimental work in this field with the 
objective of establishing general relationships of the type which have 
led to our current theoretical explanations of small-strain viscoelastic 
behavior. 


Dielectric characteristics of rubbers 


Recently there has been considerable work done on the frequency 
dependence of the mechanical properties of polymers. The experi- 
mental work in this field, when combined with the theoretical work of 
Bueche and that of Rouse, has shed considerable light on the nature of 
the mechanical relaxation process. 

It seems clear that a careful study of the dielectric relaxation process 
in rubbery and glassy polymers should be pursued with an equal in- 
tensity. Taken together with the mechanical relaxation data, the 
dielectric relaxation data will surely be helpful in elucidating the mech- 
anism of the overall relaxation process in important polymers. How- 
ever, much important information can be obtained from dielectric 
studies alone. For instance, the chemical groups involved, and also 
the temperature at which the motions of these groups “freeze out,” 
can be ascertained. Also, the relationship between the dielectric 
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relaxation time and the glass-transformation temperature can be 
studied. It is also of interest to investigate the effect of temperature in 
the distribution of dielectric relaxation times, and the effect of molecu- 
lar weight on the dielectric relaxation time. 


15. Polymerization mechanisms on solid catalysts 


Recent work in the field of polymerization reactions has produced 
some remarkable developments, i. e., crystalline polystyrene, and all 
eis-1,4 polyisoprene. Details of the polymerization catalysts are avail- 
able mainly in the very recent patent literature. However, it seems 
clear that heterogeneous catalysis is involved. The heterogeneous 
nature of the catalysts is in all probabliity the key to the unique 
structures of the resulting polymers. 

A study should be initiated to obtain fundamental knowledge of 
the mechanisms by which these heterogeneous ionic catalysts cause 
polymerization. Such a study would be basically a problem in organic 
reaction mechanisms. The first phase of the work would consist of 
rate measurements designed to establish the effect of temperature, 
concentration of reagents, surface area and structure of catalyst, and 
possible poisons of the catalysts. 


16. Rate of pelymerization of deuterated styrenes 

One of the most important elementary reactions in organic chem- 
istry is the step whereby an atom or radical abstracts a hydrogen atom 
from a molecule. This type of reaction is a decisive factor in the 
mechanisms of polymerization, depolymerization, degradation, and 
oxidation. It is also important in almost all] free-radical reactions 
involving nonpolymeric organic compounds. 

The large isotope effect of deuterium and the fact that for polymeric 
systems the mechanisms of reaction are on a rather firm foundation 
offer an unusual opportunity for the study of this type of reaction. 
The experiments involved would require the synthesis of completely 
and partially deuterated monomers and solvents. Some of the 
possibilities for study, for instance, are thermal depolymerization, 
oxidative degradation, and the determination of the isotope effects 
on the absolute rate constants in polymerization. 


17. Physical properties, constants, and chemical stability of monomers 
and related compounds 

A minor but significant phase of the rubber research program at 
the National Bureau of Standards has been the determination of the 
physical properties, constants, and chemical stability of monomers 
and related compounds. This work needs to be continued in order 
that scientists may have available reliable values for the important 
properties of the materials used in the synthesis of rubbers. Con- 
siderable data has been obtained for butadiene, styrene, isoprene, 
isobutylene, and some of the related hydrocarbons. Missing data 
for these materials should be obtained and similar data for other 
monomers should be collected. 
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NATIONAL BUREAU OF STANDARDS— New PROJECTS IN BUDGET FOR 
FıscaL YEAR 1957 


Stability of polymers 

Polymeric materials, such as plastics, break down under various 
conditions of temperature and: stress. This breakdown depends upon 
molecular structure and on various impurities. Accurate information 
about such breakdowns will lead to compounds which are more stable. 


Properties of polymers 

During the past 20 vears new synthetic materials and polymers have 
been developed. Continued expansion in this field as well as improve- 
ments in existing compounds depend on our understanding of the rela- 
tion between the structure of —— and specific chemical and phys- 
ical properties. Such an understanding will lead to the synthesis of 
polymeric compounds for special purposes. 


Polymer standards 


Better control of the design of polymeric materials is possible if 
methods for measuring molecular weights, sizes, and distributions can 
be made. The International Union of Pure and Applied Chemistry 
has requested that the fundamental aspects of molecular weight 
measurements be undertaken. 


Analysis and identification of plastics 


Although the Nation now produces about 5. billion pounds of syn- 
thetic polymeric materials annually, adequate methods for identifying 
and analyzing polymers have not yet been developed. This is a 
long-range investigation to develop systematic methods for charac- 
terizing polymers, 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 30, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

Dear Mr. Cuarrman: Reference is made to your request to the 
Secretary of Defense for a report on the rubber research program and 
on the possibilities of making use of the Akron laboratories in con- 
nection therewith. You also invited any additional comments on 
5. 3832, 84th Congress, a bil] to provide for the disposal of the 
Government-owned synthetic rubber research laboratories at Akron, 
Ohio. The Secretary of Defense has delegated to the Department of 
the Army the responsibility for expressing the views of the Depart- 
ment of Defense thereon. 

The purpose of the bill is stated in the title. The Department of 
the Army on behalf of the Department of Defense favors enactment 
of the bill. This position was stated to the Bureau of the Budget on 
April 3, 1956. 

The Department of Defense’s research program in synthetic rubber 
and rubber-like materials covers two principal areas: (1) development 
of new elastomers or elastomeric materials to meet specific military 
needs in areas where industry has no competitive or commercial 
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incentive; and (2) application of newly developed elastomers and 
available commercial rubbers to end-item requirements. Overall effort 
in the rubber program is divided about 60-40 in favor of application 
of elastomers to end-item needs as against research on new elastomeric 
materials. 

In the application area, following the recent and important 
announcement that synthetic natural rubber, cis-polyisoprene, had 
been synthesized by industry, work by the military in this area was 
terminated. The Department of Defense has made contact with 
industry to obtain samples of this polymer for laboratory evaluation. 
In addition, heavy duty truck tires for road wear tests are to 
be furnished. Also, some experimental aircraft tires are expected 
to be delivered in late summer or early fall 1956. 

In the research area, military rubber problems may be grouped into 
six major categories: (1) chemical and fuel resistant elastomers 
serviceable at temperatures as low as —65° F.; (2) elastomers for 
use at temperatures as high as 400° F., with an ultimate goal of 700° F. 
to 1,000° F. to meet operational requirements of high speed aircraft 
and weapons systems; (3) synthetic rubber suitable for use in aircraft 
and heavy duty truck tires; (4) fire retardant rubbers for component 
parts of clothing systems to reduce personnel burn hazards from 
thermal radiation of nuclear and flame type weapons; (5) ionizing 
radiation resistant rubbers for use in nuclear power systems; and 
(6) prevention of deterioration of rubber in outdoor weathering and 
storage. 

The Department of Defense research effort in the development of 
new elastomers is concentrated in the fields of fluorocarbons, modified 
silicones, polysulfide-silicones, organo-metallic compounds, and inor- 
ganic polymers. Work in these particular -fields has been the most 
fruitful to the military, especially with respect to acid and fuel 
resistant rubbers for use under extreme temperature conditions. These 
areas of investigation hold the most promise at this time of solving the 
major elastomer problems for the Department of Defense. In this 
connection, two acid and fuel resistant rubbers serviceable at — 15° F. 
and thermally stable at 400° F. have been developed under Govern- 
ment contract. These materials are currently in pilot-plant 
production. 

With respect to the possibilities of making use of the Akron labora- 
tories in the Department of Defense synthetic-rubber research 
program, the Department of Defense does not believe that the Akron 
facilities can be used to advantage, commensurate with cost of opera- 
tion, in the overall synthetic- rubber program or specifically for further- 
ing the development and application of synthetic natural rubber. 
Utilization by the military and their contractors of the Akron labora- 
tories has been principally in the area of polymerization of diene 
monomers. It is in this particular field that the Akron laboratories 
possess the capabilities and facilities which have been of the most 
value to the Department of Defense rubber program. As indicated 
above, major military emphasis in synthetic elastomer development 
is now concentrated in other areas of rubber chemistry for which the 
Akron laboratories and the scientific skills of their personnel are not 
well suited. 

With respect to utilization of the Akron facilities in connection with 
the new synthetic natural rubber, cis-polyisoprene, it is to be noted 
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that development work has reached the point where the principal 
technical problems are ones of compounding, evaluation, and the 
development of fabrication techniques. Adequate facilities and skills 
for the successful accomplishment of this phase are available within 
the Department of Defense and the rubber industry. 

The Department of Defense would be pleased to furnish expansion 
of any of the above if you so desire. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budger advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 3, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

DEAR SENATOR FULBRIGHT: We appreciate having the opportunity 
to report on S. 3832, to provide for the disposal of the Government- 
owned synthetic rubber research laboratories at Akron, Ohio. 

The Department has no objection to the enactment of the bill. 
However, the Department believes that the advantages to the Govern- 
ment should be carefully weighed taking into consideration (1) the 
value received for an outright sale as against (2) the value to the 
Department in its expanded utilization research program as outlined 
below 

It would cost approximately $———— to alter the laboratory build- 
ing so as to realize its maximum potential for research on utilization 
of agricultural commodities. We have estimated that space equally 
suited to this purpose could be built for about $——-—. Accordingly, 
it would be of advantage to the Government, as far as the Department 
is concerned, to sell the Akron laboratory if an amount in excess of 
$—-——— is realized. 

The bill provides that the Government-owned synthetic-rubber 
research laboratories at Akron, Ohio, now under control of the Na- 
tional Science Foundation, be transferred to the General Services 
Administration to be disposed of in accordance with the Federal 
Property and Administrative Services Act of 1949, except that the 
laboratories would be first offered at public sale before being trans- 
ferred or assigned to a Federal agency. The bill would also author- 
ize the National Science Foundation to reimburse the General Serv- 
ices Administration in advance for necessary expenses for the pro- 
tection and maintenance of the laboratories until June 30, 1957. 

For the fiscal year 1957 the Congress has provided an expansion of 
research in the field of finding and developing new industrial uses for 
agricultural products. While it would be possible to conduct our 
research program within our presently existing utilization labora- 
tories, it is evident at this time that more effective utilization re- 
search could be carried out if additional laboratory space were im- 
mediately available. 
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The Department could effectively utilize this research laboratory in 
connection with the expanded utilization programs. If it were avail- 
able to the Department, it would be possible to transfer immediately 
some research now located at our Peoria, Il., laboratory to this facility 
and initiate some of our new work contemplated for the fscal year 
1957. This facility contains a laboratory and office building, a pilot 
plant, and service buildings, all fully equipped and furnished. The 
laboratory and office building and some of the service buildings could 
be used at this time. The laboratory is equipped for the conduct of 
research on the production of industrial raw materials, plastics, and 
rubberlike materials from agricultural surpluses. 

It would be possible to transfer immediately 15 scientists to this 
facility to carry out research on agricultural surpluses. To utilize this 
facility fully, space is available for a maximum of 40 scientists. As 
previously stated, however, this would require alterations to the extent 
of about $— . We are prepared to start these alterations imme- 
diately within existing authority should the facility become available 
to this Department and complete the alterations when additional 
authority is obtained. It would be possible to accomplish the transfer 
of this facility to the Department of Agriculture without legislation. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Trus D. Morse, 
Acting Secretary. 


(Note: Figures omitted by committee.) 
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SATH CONGRESS i SENATE f REPORT 
2d Session No. 2487 


EXTENSION OF EXPORT-IMPORT BANK ACT OF 1945 


Jury 11, 1956.—Ordered to be printed 


Mr. Fuusricut, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


(To accompany 8. 3868] 


The committee on Banking and Currency, to whom was referred 
the bill (S. 3868) to extend the Export-Import Bank Act of 1945, as 
amended, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 


GENERAL STATEMENT 


The bill, introduced by the chairman for himself and the ranking 
minority member of the committee, would extend the Export-Import 
Bank Act of 1945, as amended, for an additional 5 years beyond June 
30, 1958. 


HISTORY OF THE BANK 


The Export-Import Bank of Washington was created under Execu- 
tive Order 6581, dated February 2, 1934. One of the preambles of 
that order expressed the necessity of organizing a banking corporation 


to aid in financing and to facilitate exports and imports and 
the exchange of commodities between the United States and 
other nations or the agencies or nationals thereof; 


Accordingly the Export-Import Bank of Washington was incorporated 
under the laws of the District of Columbia on February 8, 1934. The 
bank was held available to finance anticipated trade between the 
United States and the then recently recognized Union of Soviet 
Socialist Republics. However, such intended use did not become an 
actuality due to the breakdown of Soviet debt negotiations in 1935. 

Also in 1934, the Second Export-Import Bank of Washington had 
been created pursuant to Executive Order 6638, dated March 9, 1934, 
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primarily to provide a means for extending credits to the Republic of 
Cuba. Incorporated under laws of the District of Columbia, its 
broad purpose was the same as that prescribed for the first Export- 
Import Bank of Washington. Later, operations were extended to 
many other nations by the Second Export-Import Bank of Washing- 
ton, but not to the Soviet Union. 

The Congress ratified creation of both banks by act of January 31, 
1935 (49 Stat. 1). After negotiations to settle Soviet debts to the 
United States had failed, operations of the Second Export-Import 
Bank of Washington were scaled down and finally transferred to the 
first Export-Import Bank of Washington. Executive Order 7365, 
dated May 7, 1935, ordered the liquidation of the Second Export-Import 
Bank of Washington. ‘This took place on June 30, 1936. Thereafter 
operations in the export-import field were carried on by the Export- 
Import Bank of Washington. 

The life of this bank was successively extended by the Congress by 
the act of January 26, 1937 (50 Stat. 5), the act of March 4, 1939 (53 
Stat. 510), and act of September 26, 1940 (54 Stat. 561). 

The organization of the Export-Import Bank of Washington was 
recast as an independent Federal agency by the Export-Import Bank 
Act of 1945 (59 Stat. 526). In substance, the purpose of the bank was 
stated to be the same as that of the original 1934 bank. 

Due to the requirements of the Government Corporation Control 
Act of 1945, the Export-Import Bank of Washington was reincorpo- 
rated under a Federal charter by the act of June 9, 1947 (61 Stat. 130). 
Its lending authority was due to expire on June 30, 1953. 

But almost 2 years before that date arrived, the act of October 3, 
1951 (65 Stat. 367), extended the life of the bank an additional 5 years 
to June 30, 1958. 


Reorganization Plan No. 5 of 1953 changed the management organi- 
zation of the bank but made no change in its termination date. 

The management arrangement was again changed by the act of 
August 9, 1954 (68 Stat. 677), but the provisions concerning the life 
of the bank remained unchanged. 


PRECEDENT FOR BILL 


The present bill proposes to extend the life of the bank to the close 
of business on June 30, 1963. In this respect it follows the pattern 
of the act of October 3, 1951, which extended the life of the bank for 
5 years at a time when the then termination date was 2 years’ distant. 


REASONS FOR EXTENSION OF BANK’S LIFE AT THIS TIME 


In his May 16, 1956, letter to the chairman of the committee, the 
President of the bank requested a 5-year extension of the bank’s 
operating functions at this time. He emphasized that such an ex- 
tension would enable the bank to continue its operations in an orderly 
and businesslike manner. The number of applications for financial 
assistance from the bank involving industrial and development proj- 
ects has increased substantially, and many of these require more than 
2 years to complete. Interim financing for such projects is not as 
apt to be forthcoming if any doubt about the availability of permanent 
financing from the Export-Import Bank of Washington is allowed to 
exist. 
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The bank also noted there would be a natural hesitancy on the part 
of applicants to undertake development programs that may be short 
of completion when the bank’s lending authority expires. Suppliers 
would be uneasy about accepting orders requiring special fabrication 
that might not be completed by that expiration date. Under such 
restrictive tendencies, the full benefits of the bank’s purposes for 
existence could not be realized. 

Extension of the bank’s life at the present time would also better 
enable the Export-Import Bank of Washington to obtain and retain 
the services of qualified personnel, in the opinion of its president. 
The bank states that specially qualified personnel are often not 
interested in making the adjustments necessary to enter upon a 
position that will last 2 vears or less, even in instances where they are 
not concerned about a permanent position. The bank also believes 
its present staff is more apt to consider seeking other jobs as the 
period of additional active banking operations becomes shorter. 


NEED FOR EXPORT-IMPORT BANK OF WASHINGTON 


The Export-Import Bank of Washington has been properly described 
as the principal international lending arm of the United States. Its 
objects and purposes are— 


to aid in financing and to facilitate exports and imports and 
the exchange of commodities between the United States or 
any of its Territories or insular possessions and any foreign 
country or the agencies or nationals thereof (sec. 2 (a), 
Export-Import Bank Act of 1945). 


The Congress has laid down the policy that the bank should supple- 


ment and encourage private capital, not compete with it. The Con- 
gress has also required the bank’s loans to be for specific purposes 
consistent with the purposes of the bank. The Congress further re- 
quires such loans to offer reasonable assurance of repayment in the 
judgment of the bank’s Board of Directors. The bank does not make 
grants. 

As a general rule, the bank extends credit to finance only purchases 
of materials and equipment produced or manufactured in the United 
States and of technical services of United States firms and individuals. 
Thereby it carries into effect one of its purposes—to facilitate United 
States exports. 

The bank has $1 billion of capital stock held by the Secretary of the 
Treasury. It may also borrow up to $4 billion at any one time from 
the United States Treasury. As additional working capital, the bank 
also has its earnings after paying operating expenses and dividends 
on its capital stock. By law, the bank is authorized to have loans, 
guaranties, and insurance to a maximum of $5 billion outstanding at 
any one time. 

aving broad powers under its charter to carry out its purposes, 
the bank currently makes available direct financing, guaranties, and 
insurance. Direct financing takes the form of purchases without re- 
course from a United States exporter of notes or acceptances issued 
by a foreign importer; loans to a United States or foreign private 
entity or foreign government; or purchases from a United States im- 
porter of his obligations. Guaranties may run directly to exporters 
or importers or may be effected by a financial-institution purchase of 
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obligations from an exporter or importer with the backing of a 
— agreement with the Export-Import Bank of Washington. 

‘hese guaranties may cover all risks of repayment or may be limited 
to dollar transfer or other specified risks. 

In recent years these methods have been used in connection with 
credit lines extended to United States exporters. Under the usual 
plan, the Ex z -Import Bank of Washington shares the risk, in whole 
or in part, of 60 percent of the invoice value. 

The bank also makes available insurance against war risk and 
expropriation covering the United States exporter’s interest in tangible 
personal property of United States origin. 

The Export-Import Bank of Washington receives payment for its 
various services in the form of interest charges or fees. For over 22 
years all costs of the bank’s operations have been paid from its 
earnings. Net earnings of the bank on June 29, 1956, amounted to 
$555,424,885.17, after paying all expenses including interest. From 
this amount the bank has paid dividends of $150,905,178.04 on its 
stock to the United States Treasury, and has $404,519,707.13 in 
accumulated reserves. Its average ratio of administrative expense to 
gross income was 1.67 percent as of the end of June 1956. 

The Export-Import Bank of Washington serves as agent for the 
International Cooperation Administration, the Technical Cooperation 
Administration, the Department of Defense, and the United States 
Government itself. It also handles special duties under the Defense 
Production Act of 1950 involving operations in foreign countries. 

The scope of the bank’s financial operations during its life from 
1934 through June 29, 1956, may be summarized as follows: 


Amount in 
billions 


Los uns authorize Aiii 


Disburse me nts etude eatcuack coces ee cs 
Dipop eect n at 
Loans outstanding 

Undisbursed authorizations 


It must be kept in mind that the total value of projects assisted by 
the bank far exceeds the amounts indicated. ‘This is so because the 
bank usually finances only that part of the project involving United 
States goods and services, and generally only a portion of that part. 

The bank’s record of actual losses incurred is most encouraging. 
For more than 22 years, losses have been $525,553.90 or about one 
one-hundredth of 1 percent of the amount disbursed. In addition, of 
course, the bank has a contingent possible loss on its present outstand- 
ing financial aid, but its present record of loans in default shows very 
few loans in that status. 

As of the end of 1955 new applications for credit made to the Export- 
Import Bank of Washington exceeded those received during the 
previous year by 2% times or 250 percent. In the current era, when 
credit seems to be less readily available im the private market, the 
facilities of the bank can perform a greater public service than ever 
for eligible projects. 

Moreover, the bank serves as one more existing well-known United 
States source of loan funds to meet the seeming growing competitive 
threat of offers of financial aid reputedly entering world markets 
from the U. S. S. R. It is a Federal agency uipped to carry out 
United States foreign policy in the lending field. As noted by the 
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National Foreign Trade Council in its March 18, 1955, letter to the 
Chairman of the Commission on Organization of the Executive 
Branch of the Government (the second Hoover Commission) the 
Export-Import Bank of Washington has an important and necessary 
role to fill in supplementing facilities provided by private financial 
institutions in financing the foreign trade of this country. 

The bank itself notes that its assistance is often essential if the sale 
of United States goods and services is to be realized on terms in- 
volving medium- and long-term credit. It further invites attention 
to the fact that the bank performs a valuable service in financing 
United States exports for development projects abroad designed to 
improve the foreign nation’s Acilar position, thus increasing that 
country’s ability to buy more United States products. 


INDEPENDENCE OF BANK 


The act of August 9, 1954, amended section 3 of the Export- 
Import Act of 1945 to provide expressly that the ‘‘Export-Import 
Bank of Washington shall constitute an independent agency of the 
United States.” Information supplied by the bank and a United 
States representative on the International Bank for Reconstruction 
and Development indicates the way is clear for the Export-Import 
Bank of Washington to exercise its independence, subject only to the 
coordinating function over foreign loans or other foreign financial 
transactions assigned to the National Advisory Council on Inter- 
national Monetary and Financial Problems established by section 4 
of the Bretton Woods Agreements Act, approved July 31, 1945 
(59 Stat. 512). The bank stated unequivocally that no added legis- 
lative authority is needed to enable the bank to act as an independent 


Federal agency or to assure its President of his proper position of 
influence as a voting member of the Council. Your committee expects 
the bank and its President to act accordingly. 


COMMITTEE AMENDMENTS 


Your committee recommends two amendments to the bill. The 
first would assure that the Export-Import Bank of Washington will 
be required to pay its fair share of the Federal Government’s cost of 
the civil-service retirement system and the employees’ compensation 
fund, beginning on July 1, 1956. Part of this payment under the 
provisions of the amendment, would be made on the basis of annual 
billings by the Civil Service Commission, dealing with the cost of 
the civil-service retirement system applicable to employees of the 
bank and their beneficiaries. The remainder of such payment would 
be made on the basis of annual billings as determined by the Secretary 
of Labor, dealing with benefit payments from the employees’ com- 
pensation fund on account of employees of the bank. The annual 
billings would include a statement of the fair portion of administration 
cost of the two funds that should be paid by the bank. 

Adoption of this committee amendment will place the bank’s 
affairs on a more businesslike basis. A similar provision has been 
incorporated in section 206 (b) of the Small Business Act of 1953 (67 
Stat. 235) requiring like payments from the Small Business Adminis- 
tration, the major Federal lending agency operating in the field of 
domestic loans. 
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The General Accounting Office has recommended adoption of this 
amendment. The bank is entirely willing that this should be done. 
The Task Force Report on Lending Agencies submitted to the second 
Hoover Commission in February 1955 noted the lack of any such 
provision in the existing law applicable to the bank. (See p. 249.) 
Adoption of the first committee amendment will enable the books 
of the bank to reflect more accurately its actual costs of doing business 
The provisions of the amendment will properly shift to the bank from 
the Federal Government in general the burden of paying for a portion 
of the two funds involved. 

Your committee recommends adoption of this amendment, fully 
aware of the pendency of general legislation partly covering this 
subject, such as that proposed by S. ‘2875, adopted by the Senate 
on May 23, 1956, and now pending before the House Committee on 
Post Office and Civil Service. Any lack of uniformity in the detailed 
requirements for such payments concerning the civil-service retirement 
and disability fund that might occur if the present bill is enacted into 
law after S. 2875 (assuming S. 2875 becomes law) can be dealt with 
adequately and promptly by the next session of the Congress. S. 2875 
does not deal with the employees’ compensation fund at all. Mean- 
while the bank will be required to contribute its fair share toward the 
cost of both the civil-service retirement and disability fund and the 
employees’ compensation fund. 

Because the foregoing committee amendment would make the bill do 
more than merely extend the Export-Import Bank Act of 1945, a 
second amendment, technical in nature, became necessary to amend 
the title of the bill so as to read “A bill to extend the Export-Import 
Bank Act of 1945, as amended, and for other purposes.” 


CONCLUSION 


The bill as introduced merely extends the life of the Export-Import 
Bank of Washington for 5 years beyond June 30, 1958. Such an 
— was requested by the Board of Directors of the bank and 
by the Advisory Committee to the bank, consisting of nine members 
broadly representative of production, commerce, finance, agriculture 
and labor. The bill introduced is in harmony with the Economic 
Report of the President, sent to the Congress on January 24, 1956. 
That report, on page 91, recommended that the bank’s le nding author- 
ity be extended beyond June 30, 1958. The Bureau of the Budget 
authorized submission to the Congress of the substance of the bill as 
introduced, stating it to be in accord with the program of the Presi- 
dent. No opposition to the extension of the bank’s life has come to 
the attention of your committee. 

As previously noted, the first committee amendment will require the 
bank to pay its fair share of the cost to the F eder al Government of the 
civil-service retirement fund and the employees’ disability fund. The 
second committee amendment merely makes a technical change in the 
title of the bill. 

The committee unanimously recommends immediate passage of the 
bill as amended by the committee amendments. 
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CHANGES IN EXISTING LAW 


In — with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing Taw proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Export-Import Bank Act or 1945 


* * + * * E ` 


Sec. 8. Export-Import Bank of Washington shall continue to 
exercise its functions in connection with and in furtherance of its 
objects and purposes until the close of business on [June 30, 1958] 
June 30, 1963, but the provisions of this section shall not be construed 
as preventing the bank from acquiring obligations prior to such date 
which mature subsequent to such date or from assuming prior to such 
date liability as guarantor, endorser, or acceptor of oblig: a. which 
mature subsequent to such date or from issuing, either prior or sub- 
sequent to such date, for purchase by the Secretary of the Tree asury, 
its notes, debentures, bonds, or other obligations which mature sub- 
sequent to such date or from continuing as a corporate agency of the 
United States and exercising any of its functions subsequent to such 
date for purposes of orderly liquidation, including the administration 
of its assets and the collection of any obligations held by the bank. 


* + x * + * * 


Sec. 10. (a) Section 9 of the Act of January 31, 1935 (49 Stat. 4, 
ch. 2), as amended, is repealed. 

(b) Beginning on July 1, 1956, the Export-Import Bank of Washing- 
ton shall contribute to the civil-service retirement and disability fund, on 
the basis of annual billings as determined by the Civil Service Commis- 
sion, for the Government’s share of the cost of the civil-service retirement 
system applicable to the employees of the Export-Import Bank of Wash- 
ington and their beneficiaries. Beginning on July i 1956, the Export- 
Import Bank of WV ‘ashington shall also contribute to the employees’ 
compensation fund, on the basis of annual billings as determined by the 
Secretary of Labor, for the benefit payments made from such fund on 
account of the employees of the Export-Import Bank of Washington. 
The annual billings shall also include a statement of the fair portion of 
the cost of the administration of the respective funds, which shall be paid 
by the Export-Import Bank of Washington into the Treasury as miscel- 
laneous receipts. 


Q 
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Calendar No. 2525 


BATH CONGRESS SENATE REPORT 
2d Session No. 2488 


CHANGING THE NAME OF THE GOVERNMENT LOCKS 
AT BALLARD, WASH., TO THE “HIRAM M. CHITTENDEN 
LOCKS” 


Jury 11, 1956.—0Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 7943] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 7943) to change the name of the Government locks at Ballard, 
Wash., to the “Hiram M. Chittenden Locks,” having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of H. R. 7943 is to designate the Government locks 
at Ballard, Wash., as the “Hiram M. Chittenden Locks.” These 
locks are a part of the Lake Washington Ship Canal which lies entirely 
within the city of Seattle and extends from Puget Sound through 
Shilshole Bay, Salmon Bay, Lake Union, Portage Bay, and Union 
Bay to deep water in Lake Wasbington. 

The existing project provides for a double lock and fixed dam with 
movable crest and necessary accessory works at the Narrows at the 
entrance to Salmon Bay; for a 34-foot channel from Puget Sound to 
the locks: and for a 30-foot channel from the locks to Lake Wash- 
ington. The project was authorized in 1910, the locks completed in 
1916, and the entire project completed in 1934. The entire Federal 
cost of construction is $4,024,297. 

The bill would designate the locks as Hiram M. Chittenden Locks 
in honor of Brig. Gen. Hiram M. Chittenden, now deceased, who, as 
district engineer in Seattle, was primarily responsible for the design 
and construction of the locks. The committee has been advised that 
the bill has the support of interested groups and individuals in the 
State of Washington. 

The report received by the House committee from the Department 
of the Interior indicated that the Board of Geographic Names would 
have no comment since there is no geographical significance to the 
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name selected. The report received by the Committee from the 
Bureau of the Budget and the Department of the Army indicating no 
objection to the enactment of the legislation is as follows: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., July 2, 1956. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Senate Office Building, 
Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your request for 
the views of the Bureau of the Budget on 8. 4083, a bill to change the 
name of the Government locks at Ballard, Wash., to the “Hiram M. 
Chittenden Locks.” 

The Bureau of the Budget would have no objection to the enact 
ment of S. 4083. 

Sincerely yours, 
Ropert E. MERRIAM, 
Assistant to the Director. 


DEPARTMENT OF THE ÅRMY, 
Washington, D. C., July 9, 1956. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to S. 4083, 84th 
Congress, a bill to change the name of the Government locks at 
Ballard, Wash., to the “Hiram M. Chittenden Locks.” 

The Department of the Army offers no objection to the enactment of 
the above-mentioned bill. The purpose of the bill is to designate the 
locks at Ballard, Wash., a part of the Lake Washington Ship Canal, 
as the “Hiram M. Chittenden Locks.” 

Since it appears that, under Public Law 242, 80th Congress, the 
Board on Geographic Names may have an interest in this legislation, 
it is recommended that the views of the Board be requested. 

The Bureau of the Budget advised that there would be no objection 
to the submission of an identical report on a companion bill, H. R. 7943. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army: 


O 
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84TH CONGRESS SENATE REPORT 
2d Session : No. 2489 


AMENDING TITLE III OF THE SERVICEMEN’S 
READJUSTMENT ACT OF 1944 


Jur 11, 1956.—Ordered to be printed 


Mr. Lenman, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany H. R. 9260] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (H. R. 9260) to amend title IIT of the Servicemen’s Readjust- 
ment Act of 1944, as amended, and for other purposes, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 


EXPLANATION OF BILL 


This bill, with committee amendments, amends title III of the 
Servicemen’s Readjustment Act of 1944 (Public Law 346, 78th Cong.), 
as follows: 

(1) The termination date of the loan guaranty program for World 
War II veterans would be extended for 1 year, from July 25, 1957, to 
July 25, 1958. In addition, the bill provides that notwithstanding 
the termination date of July 25, 1958, any loan which is being proc- 
essed by the Administrator on that date may be guaranteed if on or 
before July 25, 1959, approval is granted and the loan is closed. 

(2) The bill would amend existing law to permit the restoration of 
entitlement, at any time prior to January 31, 1965, where the property 
subject to the initial use of entitlement was taken by a governmental 
agency for public use, destroyed by natural hazard, or otherwise dis- 
posed of for compelling reasons without fault on the part of the 
veteran. 

(3) The bill would amend existing law to permit the restoration of 
entitlement used for a home loan by a veteran who is in the military 
service and who disposes of his home because of a transfer on military 
orders. Under present law, the home loan entitlement cannot be 
used more than once. 
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(4) The bill would add a new subsection to existing law to require 
that a veteran applicant for a loan to purchase, construct, or repair, 
alter, or improve a home, certify, both at the time he applies for the 
loan and at the time a loan is closed, that he occupies or intends to 
occupy the property as his home. At the present time, the veteran 
must so certify only at the time he applies for the loan. 

(5) The bill would add a new provision to existing law to permit a 
veteran obligor on a current loan to be released from liability to the 
Administrator on account of such loan when he disposes of residential 
property securing the loan obligation to a transferee who qualifies 
from a credit standpoint and has assumed full liability for the repay- 
ment of the unpaid balance of such loan. 

(6) Appropriate sections of title III would be amended to clarify 
the Administrator’s responsibility with respect to appraisals. 
Extension of loan guaranty program 

The present loan guaranty program for World War II veterans is 
due to expire on July 25, 1957. 

The Veterans’ Administration has underwritten over 4,700,000 
loans made to veterans by private lending institutions. More than 
4,400,000 were made for the purchase or construction of homes, 
225,000 were business loans, and another 70,000 were made in con- 
nection with farming activity. The dollar volume of closed loans is 
nearly $36 billion with a VA guaranty of about $19% billion. More 
than 1 million of these loans have been paid in full, and it is estimated 
that the outstanding loan balances total about $26 billion, on which 
the Government’s contingent liability amounts to approximately $14 
billion. 

The repayment record which our veterans have maintained is 
excellent. The VA has been called upon to pay a total of 41,600 
claims, which represents less than 1 percent of all loans closed. In 
the case of home loans, the VA has been called upon to pay claims on 
about one-half of 1 percent of the cases. This fine record is a tribute 
not only to the individual veterans, but demonstrates the care with 
which the loans were made by the private lending institutions and 
the diligent manner in which they were serviced. 

The home loan guaranty program is by far the largest of these pro- 
grams. Veterans have been able to obtain homes on more favorable 
terms than would otherwise have been available. As compared with 
FHA-insured or conventional financing, the down-payment required 
has been smaller, interest rates have been lower, the amortization 
period has been longer, and, to some extent, sales prices have on the 
average been lower. 

More than 11 million veterans have not yet participated in this 
program. Yet there can be no doubt that many of them need homes 
and, if given more time to improve their financial resources, would 
take advantage of the relatively favorable terms under the GI pro- 
gram to purchase homes. It is worth noting that because financing 
on GI terms has been more difficult to obtain in small towns and 
rural areas than in metropolitan areas, a smaller proportion of veterans 
in the outlying areas have had an opportunity to take advantage of 
their privileges under the Servicemen’s Readjustment Act to purchase 
homes. 

The program has played an increasingly important role in the total 
housing picture. Last year, homes financed with VA-guaranteed 
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mortgages constituted 30 percent of total housing starts. An abrupt 
cutoff of this program at this time would undoubtedly result in a 
reduction in home building at a time when housing activity has 
already declined considerably. 

Such a severe and sudden shock to the Nation’s home-building 
activity must be avoided. The committee therefore recommends 
that the veterans’ loan guaranty program be extended for at least 1 
year beyond the present expiration date, and that the VA should be 
authorized to guarantee loans during the year following the termination 
date, if the veteran’s application was received on or before that date. 
Reinstatement of entitlement 

Section 500 of the Servicemen’s Readjustment Act of 1944 provides 
that under certain conditions a veteran can reinstate his entitlement. 
However, with respect to World War II veterans the right to rein- 
statement would expire July 25, 1957. The numerous plans for future 
superhighways and freeways will subject many veterans’ homes to 
public condemnation, thereby forcing the veteran out of his home. 
If this occurs after the expiration of the benefits for World War II 
veterans, he will not be able to have his entitlement reinstated. 
Therefore, subsection 1 of this bill provides that World War II 
veterans who lose their homes by publie condemnation, natural 
hazards, or other compelling reasons devoid of fault, can have their 
entitlements reinstated during the life of the Korean benefits, which 
expire on January 31, 1965. 

The committee bill also provides that an eligible veteran still in 
service upon being transferred by orders, can dispose of his home, 
pay off his guaranteed loan, and have his entitlement reinstated. 


Responsibility for appraisal 

Section 500 (c) refers to the appraisal report of the designated 
appraiser and sections 501 (a), 502 (a), 503, 503A, and 507 all contain 
the provision that the price paid by the veteran must not exceed the 
reasonable value thereof as determined by proper appraisal made by 
an appraiser designated by the Administrator. In the beginning of 
the program, the lender selected the appraiser from an approved roster 
furnished by the Veterans’ Administration. ‘The appraiser made his 
report to the lender, who in turn made the loan based upon the ap- 
praiser’s recommended reasonable value. Under this procedure, the 
lender was able to determine for himself that the loan did not exceed 
the recommended reasonable value made by the appraiser. The 
Veterans’ Administration, however, changed this procedure, due to 
the many abuses, and itself designated the appraiser and had the 
appraiser make his report direct to the Veterans’ Administration, 
which after review of such report makes a determination of reasonable 
value. Under this procedure the lender does not know if the amount 
aid by the veteran exceeds the recommended reasonable value estab- 
lished by the designated appraiser. 

Some lenders have withdrawn from the program due to this tech- 
nicality in fear of loans being declared illegal in the future. ‘To correct 
this technicality, subsections 2 through 6 and subsection 9 of the bill 
change the wording of the sections mentioned to comply with the 
present policies and procedures of the Veterans’ Administration. 
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Certification of intent 

Section 501 and 512 contain the requirements that the home or 
residence of the veteran is to “be occupied by him as his home.” 
Under the present Veterans’ Administration policies and procedures 
the veteran is required to certify at the time of his application for a 
guaranteed or insured loan that he intends to occupy the property as 
his home. In order to bring this requirement to the attention of all 
future veteran home buyers, subsection 7 of the bill requires that, in 
addition to the certification made at the time he executes the applica- 
tion for a guaranteed home loan, the veteran shall again certify that he 
ee to occupy the property as his home at the time of the closing of 
the loan. 


Release of liability 

Under section 509, the Administrator was given authority to grant 
release to veteran purchasers of liability to the Administrator on a 
guaranteed loan wherein he deemed it appropriate to do so. This 
authority has been little used and the rules and regulations issued as a 
result of this section barred most all veterans from obtaining a release 
of their liability to the Administrator in cases where they have sold 
their home and permitted the buyer to assume their guaranteed or 
insured loan. These regulations go so far as to state that the veteran 
will not be relieved of liability unless the second buyer is a better 
financial risk that the original veteran buyer. In other words, the 
original veteran will be released only in cases where it is to the distinct 
advantage of the Government. The second buyer, regardless of his 
status as a veteran or a nonveteran, in assuming a guaranteed or 
insured loan derives many of the benefits afforded under such a loan 
without necessarily assuming the responsibility for such loan to the 
Administrator. If the second purchaser defaults and there is a 
deficiency claim as a result thereof, the original veteran purchaser is 
liable for such deficiency under the present laws. Subsection 8 of 
the bill provides that where a veteran sells his home which was ob- 
tained with a Veterans’ Administration loan, he and the prospective 
buyer can make application to the Administrator for the acceptance 
of the second buyer in lieu of the original veteran purchaser. ‘The re- 
quirements for the acceptance of this second buyer are that he assumes 
full liability for repayment of the unpaid balance of the loan including 
all the obligations of the veteran under the terms of the instrument 
creating and securing the loan, he is acceptable under the same credit 
requirements as the original veteran purchaser, and the loan must be 
current. 

JUNE 20, 1956. 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Senator Hii: Further reference is made to your request 
for a report by the Veterans’ Administration on H. R. 9260, 84th 
Congress, an act to amend title III of the Servicemen’s Readjustment 
Act of 1944, as amended, and for other purposes, as passed by the 
House of Representatives on April 23, 1956. 

This measure would amend the Servicemen’s Readjustment Act of 
1944, as amended, in a number of particulars. Section 500 (a) would 
be amended to permit the restoration of entitlement used for a home 
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loan by a veteran who is in service and who disposes of his home 
because of a transfer on orders of the service department. Used 
entitlement would also be restored to a veteran at any time prior to 
January 31, 1965, where the property subject to the initial use of 
entitlement was taken by a Government agency for a public use, 
destroyed by natural hazard, or otherwise disposed of for compelling 
reasons without fault on the part of the veteran. Section 501 would 
be amended to provide that notwithstanding the termination date of 
July 25, 1957, for the guaranty of loans to World War II veterans, any 
loan for the purchase of residential property which is being processed 
by the Administrator on July 25, 1957, may be guaranteed if on 
or before July 25, 1958, approval is granted and the loan is closed. 
Sections 500 (c), 501 (a), 502 (a), 503, 503A, and 507 would be 
amended so as to delete certain references therein to determinations 
by proper appraisal made by an appraiser designated by the Adminis- 
trator and to rephrase these provisions to provide for such determina- 
tions by the Administrator. A new subsection would be added to 
section 504 to require that a veteran applicant for a loan to purchase, 
construct, or repair, alter, or improve a home, certify, at the time he 
applies for the loan and at the time the loan is closed, that he occupics 
or intends to occupy the property as his home. The bill would also 
add a new subsection to section 506 to permit a veteran obligor on 
a current loan to be released from liability to the Administrator on 
account of such loan when he disposes of residential property securing 
the loan obligation to a credit-worthy transferee who has assume 
full liability for the repayment of the unpaid balance of such loan. 

Item (1) of the bill relates to the restoration of certain used entitle- 
ment. Under existing law the restoration (or exclusion of initial use) 
of entitlement, used for a loan with respect to which the security has 
been (1) taken by a governmental agency for public use, (2) destroyed 
by fire or other natural hazard, or (3) disposed of because of other 
compelling reasons without fault of the veteran, would not be available 
beyond July 25, 1957, the general terminal date prescribed by section 
500 of the Servicemen’s Readjustment Act with respect to the guaranty 
or insurance of loans for the World War II group. ‘The 
subject proposal would, therefore, provide the same termination date 
for the use of restored guaranty entitlement for World War II veterans 
as presently applies to the use of any guaranty entitlement available 
to Korean conflict veterans. This would create a situation whereby 
veterans of World War II who have qualified for exclusion, recomputa- 
tion, and restoration of their entitlement may use such benefits at 
any time prior to January 31, 1965, whereas World War II veterans 
who had never utilized their entitlement would be precluded from 
using it after July 25, 1957. It would seem that the latter group 
might raise a question of discrimination and, perhaps, urge an equal 
extension of the entitlement period which would afford them oppor- 
tunity to participate in the program beyond the present deadline. 
The language of the proposal would permit the Veterans’ Adminis- 
tration to continue its present policy, based on considerations of 
administrative simplicity, of not entertaining requests for restoration 
of used entitlement unless the need is present or contemplated in the 
immediate future. 

The current Veterans’ Administration policy of not restoring 
entitlement incident to the disposition of a GI home upon military 
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transfer to a new duty station was based on the fact that the regular 
rotation or transfer of military personnel, being a customary aspect 
of military service, must have been fully anticipated by the personnel 
involved and therefore would not seem to constitute one of the 
“compelling reasons devoid of fault on the part of the veteran” 
warranting a restoration of loan entitlement. The proposal to provide 
specifically for the exclusion of entitlement in military transfer cases, 
irrespective of the number of such transfers for the person concerned, 
raises a serious question of policy. 

It may be noted that under section 222 of the National Housing 
Act, as added by section 124 of the Housing Act of 1954 (Public Law 
560, 83d Cong., approved August 2, 1954), a system of FHA mortgage 
insurance was established for Armed Forces personnel who require 
housing assistance. Under this program the Department of Defense 
pays the FHA loan insurance premiums. The interest rate of 4% 
percent paid by the borrower on his loan and the maximum maturity 
term of 30 years are the same as that applicable to Veterans’ Admin- 
istration guaranteed home loans. The amount of an FHA insured 
serviceman’s loan may be up to 95 percent of the appraised value 
(not to exceed $17,100), whereas Veterans’ Administration loans may 
be made for as much as 98 percent of the purchase price if the borrower 
is able to locate a lender willing to make a loan in such amount. 

It should be further noted in connection with this aspect of the 
proposal that the Veterans’ Administration does not restore entitle- 
ment of a veteran who has disposed of his home for compelling reasons 
devoid of fault unless the loan has been paid in full. If the proposed 
amendment is enacted, this regulatory requirement of the Veterans’ 
Administration would not be changed, and exclusion of entitlement in 
military transfer cases would be approved only in the event that the 
Administrator had in fact been released from guaranty liability on 
the loan with respect to which exclusion of entitlement was requested 
by the serviceman. 

Items (2), (3), (4), (5), (6), and (9) of the proposed legislation 
would amend sections 500 (ec), 501 (a), 502 (a), 503, 503A, and 507, 
respectively, so as to delete references therein to designated appraisers 
and clarify the fact that final determinations of reasonable value vest 
in the Administrator. 

Following the enactment of the Servicemen’s Readjustment Act, 
the Veterans’ Administration established a panel of appraisers from 
which a lender selected an appraiser to make an estimate of the 
“reasonable value” of the property and this estimate was made avail- 
able to the lender and the seller. Certain undesirable practices and 
pressures in the adjustments of appraisals resulted from this proce- 
dure, however, and in 1948 the present practice was adopted whereby 
fee appraisers ‘are selected by the Veterans’ Administration and their 
estimates of reasonable value are considered confidential. The re- 
vised procedure has reduced controversies and contributed to sounder 
appraisals and hence to a sounder administration of the Servicemen’s 
Readjustment Act. 

Although the lending fraternity generally has accepted the current 
procedure under which the Veterans’ Administration issues a certifi- 

vate of reasonable value in lieu of permitting the fee appraiser to 
furnish a lender with a copy of his appraisal report, certain insti- 
tutional lenders have insisted that they were entitled to a copy of 
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the fee appraiser’s appraisal report. Apparently this contention is 
based on the conclusion that under the act a loan is eligible for 
guaranty only if the purchase price or cost of the dwelling unit is not 
in excess of the reasonable value thereof as determined in the first 
instance by the designated fee appraiser. It is the position of the 
Veterans’ Administration, however, that it must determine whether 
the fee appraiser’s s appraisal i is proper, as required by the statute, and 
that in the exercise of this responsibility and authority to determine 
what is a proper appraisal this agency may adjust the fee appraiser’s 
estimate of reasonable value. 

It would appear that this position would be sanctioned under the 
statute whether or not the proposed changes to the Servicemen’s 
Readjustment Act are adopted. No change in the existing adminis- 
trative practice would be entailed. The Veterans’ Administration 
would not be precluded from employing the fee-appraiser system and 
authority for the final determination of —— value would con- 
tinue to vest in the Administrator should the amendments be enacted. 

Item (7) of the bill would amend section 504 so as to require a 
certification of occupancy, or intent to occupy, residential property. 
It should be noted that under current procedures veterans applying 
to lenders who are required to or who voluntarily submit proposed 
loans to the Veterans’ Administration for prior approval are required 
to certify on the loan application form (VA Form 4-1802) as to their 
intention to occupy the property asa home. A certification of occu- 
pancy has not been required of the veteran on the certification of loan 
disbursement (VA Form 4-1876) which the lender submits after the 
loan is closed in prior approval cases, since the veteran at the present 
time is not required to execute that form. In cases where supervised 
lenders elect to make loans under the automatic procedure, the veteran 


applies to the lender for a loan and the lender proceeds to complete 
the loan to the veteran and then submits a report to the Veterans’ 
Administration on VA Form 4-1820. The veteran currently certifies 
on this form concerning his occupancy intention. In such automatic 
procedure cases, the proposed requirement that the veteran also make 
a certification “at the time that he applies for the loan” to the lender 


‘ 


might well be considered a ‘“‘redtape’”’ irritant by supervised lenders. 
In such cases there would have to be a separate certification which 
the lender would have to attach to his loan report when submitting 
the report to the Veterans’ Administration. 

In view of the foregoing considerations in connection with loan 
yrocessing, the question is raised as to whether it might not suffice, 
both in the case of loans made under the automatic procedure and 
under the prior approval procedure, to require only that the veteran 
execute a single certification which would be ‘at the time that the 
loan is closed,” thereby obviating the necessity for having a supervised 
lender obtain a certification from the veteran when he first applies 
to it for a loan in an automatic procedure case. The crucial moment 
for the requisite intention on the part of the veteran would seem to be 
the time that the loan is closed. It is the opinion of the Veterans’ 
Administration that if the proposed amendment were modified to 
require a certification by the veteran at the time that the loan is 
closed, it would accomplish the objective of the amendment and at 
the same time would be more acceptable to supervised lenders electing 
to process loans under the automatic procedure. In prior approval 
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cases the Veterans’ Administration could, as a matter of policy, con- 
tinue to require the veteran to certify regarding his occupancy in- 
tention at the time that he applies to the lender for a loan and executes 
an application for loan guaranty on VA Form 4-1802. 

Item (8) of H. R. 9260 would amend section 506 to release a vet- 
eran from liability to the Government where the veteran has sold 
residential property securing a guaranteed, insured, or direct loan if 
the Veterans’ Aieeliiewetion determined that the loan is current and 
that the purchaser (1) has assumed full liability for the repayment of 
the loan balance, and (2) qualifies from a credit standpoint for a 
guaranteed, insured, or direct loan in an amount equal to the unpaid 
balance for which he has assumed liability. This proposal would 
establish a preference for residential property owners over veterans 
who used their entitlement to purchase business or farm property. 

Since the proposal is prospective only, otherwise eligible veterans 
who are now indebted to the Government because of the payment of 
the guaranty resulting from a default by a transferee of the property 
would not be benefited by its provisions, and therefore such veterans 
might consider the amendment to be discriminatory. 

A more important effect of the amendment, it is believed, is the 
rejudicial effect it would have on the interests of the Government. 
n many, if not most, instances the veteran who voluntarily disposed 

of his home realized a profit when he did so. In this respect it is 
questioned as to whether the best interests of the Government. are 
served where the veteran is allowed to realize a profit and at the same 
time be released from future liability that mihgt be incurred by the 
Government if it is required to pay a guaranty on the loan which he 
obtained. 

Under the basic statute the debtor-creditor relationship between the 
borrower and the lender is carried on throughout the entire loan trans- 
action, and the Veterans’ Administration, which acts in the capacity 
of the guarantor of the loan only, is not a party to the immediate 
contract terms. It is therefore important to point out that any ar- 
rangement which the Veterans’ Administration might make with the 
veteran could not affect the holder’s vested rights, and unless the 
holder also agreed to the substitution of mortgagors the veteran would 
still be liable on the indebtedness so far as the holder is concerned. 

Under section 509 of the Servicemen’s Readjustment Act, as 
amended, the Administrator is given discretionary authority to grant 
releases of the nature contemplated by the subject proposal where he 
deems it appropriate to do so. Under current operating policies and 
procedures such consent is granted only upon the request of the holder 
and in limited cases. The Veterans’ Administration Manual, entitled 
“Loan Guaranty Operations for Regional Offices’ (M4-8, pt. III), 
provides as follows: 


“2.40 Release of Personal Liability 


“Pursuant to VA Regulation 4324 (F) (but with certain exceptions 
noted therein) the Government’s obligation as guarantor or insurer 
will be invalidated upon the release of the personal liability of any 
—* on a guaranteed or insured loan without the prior approval 
o À 
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“a. Restrictions. It is not contemplated that requests for such 
releases will be granted as a mere matter of course. The personal 
liability of an obligor on a guaranteed or insured loan is a contingent 
asset of the Government, and a release thereof will not be given unless 
it will best serve the Government’s interests. For example, if by 
reason of the advantageous financing or otherwise, the property is 
being sold by the present owner at a substantial profit and the release 
of personal liability is an additional benefit solely for his own con- 
venience and protection, the release will not be granted. On the 
other hand, if the credit rating of the assumer is superior to that of 
the present obligor and the transfer will result in the reinstatement of 
a defaulted loan, a release of personal liability would be proper, if 
this is required as a condition of the sale. In other words, a release 
will not be granted merely for the present owner’s convenience, but 
if the present owner is in trouble with his mortgage and the interests 
of the Government as well as the holder will be best served by transfer 
of the obligation to stronger hands, the release will be granted— 
particularly in cases of this kind where the sale is conditioned upon 
such release. (See also par. 2.14c and e hereof.) 

“b. Government’s Right of Indemnification. Where the original 
veteran-borrower’s personal liability will be released incident to the 
transfer, it must be remembered that it is only with respect to him 
that the Government’s right of indemnification arises. The retention 
of this right becomes particularly important in those jurisdictions 
where considerable time and expense is involved by the necessity of 
retaining the liability of assumers through a deficiency judgment. 
Therefore, unless the purchaser agrees to assume the indemnity obli- 
gation of the veteran, a release of the veteran’s personal liability would 
not ordinarily be granted without due consideration of the Govern- 
ment’s interests in this regard.” 

Item (10) would amend section 501 to provide that the Veterans’ 
Administration may guarantee a loan at any time through July 25, 
1958, if the contract of purchase of residential property has been en- 
tered into prior to July 25, 1957, and on that date approval of a loan 
for the purchase of such property is being processed by the Veterans’ 
Administration. This agency is in accord with the objective of this 
proposal.! The question is raised, however, as to whether the com- 
mittee may not wish to consider broadening this amendment to afford 
the same measure of administrative leeway to farm and business 
loans, loans for the construction, alteration, repair, or improvement of 
residential property, and loans for the refinancing of delinquent 
indebtedness. In the interest of defining more precisely the circum- 
stances under which the residential purchase loans may be processed 
to the point of issuing guaranty, it is suggested that the language 
after the word “date” be deleted and the following substituted i1 lieu 
thereof: 

“«* * * @ loan report or an application for home loan guaranty 
relating to a loan for the purchase of such property has been received 
by the Administrator, then such loan may be guaranteed or insured 
pursuant to the provisions of this title if the loan is approved for 
guaranty or insurance by the Administrator and the loan is closed on 
or before July 25, 1958.” 
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If it is desired to include all other types of eligible loans in this type 
of provision, the Veterans’ Administration will supply the necessary 
amendatory language. 

In summary, it is the view of the Veterans’ Administration that the 
proposal to permit restoration of entitlement until January 31, 1965, 
for certain veterans of World War II is unsound and would discrimi- 
nate against those World War II veterans who would be unable to 
avail themselves of unused entitlement subsequent to July 25, 1957. 
The Veterans’ Administration questions the need or desirability of the 
specific exclusion of entitlement in military transfer cases. This 
agency would have no objection to the various amendments to the 
Servicemen’s Readjustment Act which would delete references to desig- 
nated appraisers and clarify the fact that final determinations of 
reasonable value vest in the Administrator. The objectives of the 
proposal to require occupancy certifications are viewed with favor, 
but it is believed that a modification of this proposal to require a 
certification by the veteran applicant only at the time the loan is 
—* would provide the desired safeguard without undue complica- 
tions in loan processing. It is considered that the proposed amend- 
ment to section 509 of the Servicemen’s Readjustment Act to release 
a veteran from liability to the Administrator in the circumstances 
stated would not, for the reasons given above, be in the best inter- 
ests of the Government. Finally, the purpose of the proposal to pro- 
vide an additional processing period for certain residential purchase 
loan applications after the expiration date of the loan guaranty pro- 
gram is favored in principle! with the suggestion that it be broadened 
to include loans for other eligible purposes. 

An estimate of the fiscal effects of the bill has not been attempted, 
in view of various indeterminate factors. However, it is not believed 
that such increased cost as might result from the liberalizing provisions 
would be large. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the committee. 

Sincerely yours, 
H. V. Higuey, Administrator. 








EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU oF THE BUDGET, 
Washington, D. C., June 7, 1956. 
Hon, Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuairman: This is in reply to your letter of May 2 
1956, requesting the views of the Bureau of the Budget regarding 
H. R. 9260, a bill to amend title III of the Servicemen’s Re ‘adjustment 
Act of 1944, as amended, and for other purposes. 

Section (1) of this bill would provide that any loan entitlement 
restored to a World War II veteran by the Administrator of Veterans’ 





1 However, as pointed out in the reports on S. 3602, S. 3639, and S. 3977, If it is decided that a further 
extension of the World War II loan guaranty program is indicate d, it is believed that a more desirable and 
equitable extension would be one measured by the actual length of the individual veteran’s service. 
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Affairs may be used up to January 31, 1965. Such a provision would, 
in effect, extend the loan benefits for the veterans affected well beyond 
the present termination date. In doing so, it would be contrary to the 
program of the President, as indicated in the Bureau of the Budget 
report to your committee dated May 25, 1956, on S. 3639 and S. 3602. 
It would also discriminate against ‘those veterans who have not used 
their original entitlement and who would therefore not benefit under 
this proposal. 

Sections (2), (3), (4), (5), (6), and (9) would strengthen the basis 
for current administrative practice by clarifying the Administrator’s 
ultimate responsibility for determining property valuations. This is 
a sound objective, which appears to be met by the sections cited above. 

Section (7) would require that the veteran certify his intent to 
occupy the residential property involved at the time of application and 
again when the loan is closed. The Bureau of the Budget favors the 
objective of guarding against possible abuse of the veterans loan 
program. However, in view of the administrative complications which 
appear likely under this proposal, it is believed that consideration 
should be given to the alternate proposal of the Veterans’ Administra- 
tion, which would serve the same purpose without the inherent com- 
plications of section (7). 

Section (8) would provide that, when a veteran sells his home to 
another individual who meets certain requirements, the veteran will be 
released from liability to the Government and the liability will be 
transferred to the purchaser. It is noted that such a change would 
apply only to residential property and to sales closed after enactment 
of the bill, thereby discriminating against holders of business and farm 
property and veterans who have sold their homes in the past but 
remain liable to the Government. 

In addition to the weaknesses noted above, section (8) would often 
place the Government in the position of paying a claim on a loan 
defaulted by the second or later purchaser, even though the veteran 
who was released from liability had made a substantial profit on his 
sale. Such an arrangement would constitute an unintended extra 
benefit for some veterans selected by chance and would be prejudicial 
to the interests of the Government. 

Section (10) would provide an extra year for the processing and 
closing of loans applied for by the present termination date, July 25, 
1957. It appears that such a change would be helpful in eliminating 
confusion and inequities which might develop under existing law. 
The favorable attitude of the Bureau of the Budget toward this pro- 
posal was indicated in our report to your committee on S. 3639 and 
5. 3602. 

In summary, the —* of the Budget would favor enactment of 
sections (2), (3), (4), (6), (9), and (10) of this bill. However, 
for the reasons stated ree e, this office would be opposed to sections 
(1), (7), and (8). Consequently, in view of the importance of these 
three sections, the Bureau of the Budget recommends against favorable 
consideration of H. R. 9260 by your committee. 

Sincerely yours, 
Rospert E. Merriam, 
Assistant to the Director. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAv OF THE BUDGET, 
Washington, D. C., April 6, 1956. 
Hon. Lister HILL, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in reply to your letter of January 
13, 1955, requesting the views of this office with respect to S. 302, a 
bill amending section 500 of the Servicemen’s Readjustment Act of 
1944, as amended. 

The bill provides for the extension of the termination date of the 
veterans’ loan guaranty program from July 25, 1957, to July 25, 1960. 

The basic purpose of the loan guaranty program was the readjust- 
ment of veterans: to facilitate the extension of credit to young veter- 
ans to establish households, farms, or businesses who in consequence 
of long military service had been deprived of the opportunity to 
accumulate savings and establish credit and employment records. 
The present deadline, which is 10 years after the cessation of hostili- 
ties, would appear to be a reasonable one for the attainment of this 
objective. 

Although the purpose is readjustment, obviously its ramifications 
are significant to the building industry and the general economy. 
However, the present law will not terminate the program for more than 
2 years. This provides adequate time for a reappraisal of the desir- 
ability of its extension or such adjustments in other Federal housing 
programs as the housing situation or general economic conditions may 
warrant. The Housing Act of 1954 liberalized very substantially the 
terms on which mortgages may be federally insured for all borrowers. 
If further liberalization appears necessary to meet economic objectives 
in 1957 or later years, it would appear the more liberal terms should 
be made available to all prospective home purchasers rather than only 
to those veterans who have not used up their entitlement to loan 
guaranties. 

Accordingly the Bureau of the Budget advises that the extension of 
the program would not be in accord with the program of the President. 

incerely yours, 
Rowand Hvuaues, Director. 


APRIL 14, 1955. 
Hon. Lister HILL, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Senator Hit: Further reference is made to your request 
for a report on S. 302, 84th Congress, a bill amending section 500 of 
the Servicemen’s Readjustment Act of 1944, as amended. 

The purpose of this measure is to extend the terminal date of the 
GI loan guaranty program for veterans who qualify by reason of 
World War II service. ‘Title III of the Servicemen’s Readjustment 
Act (Public Law 346, 78th Cong., approved June 22, 1944) provides 
that the benefits of the loan guaranty program shall be available to 
eligible veterans of World War II for a period of 10 years after the 
termination of the war, and the termination of World War II was 
subsequently fixed at July 25, 1947, by Public Law 239, 80th Congress, 
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S. 302 would extend the present terminal date by 3 years; i. e., until 
July 25, 1960. 

The question as to whether or not such an extension is desirable 
would appear to be primarily a matter of policy for the Congress to 
determine. In its consideration of the matter the committee will, 
no doubt, wish to take into account the fact that there are now 
nearly 15% million veterans of World War II, and that about 3.8 
million World War II veterans bave obtained GI loan benefits from 
the inception of the program through January 25, 1955. At least 
11% million veterans, therefore, have not used any GI loan entitle- 
ment and most of the veterans who have received a guaranteed or 
insured loan have a substantial amount of entitlement remaining. 

The total value of home loans guaranteed under the VA program 
through January 31, 1955, is $26.5 billion and, therefore, it is evident 
that the impact of the VA housing program on the home buildin 
industry has been very important and that its effect on the nationa 
economy in general has been substantial. VA loan guaranty activity 
in the last half of 1954 was at a near-record level, due, in large part, 
to an increased availability of mortgage credit, and a continuation of 
high level activity is to be expected, barring an unforeseen reversal of 
present economic trends. As the guaranty entitlement termination 
date for World War II veterans approaches it is possible that a further 
acceleration of activity might occur as a result of the advancement of 
purchase plans by veterans prior to the expiration deadline. Such a 
development could be sufficiently pronounced as to have a disruptive 
effect on the housing industry. Should the Congress be of the 
opinion that an extension of the terminal date of the program is 
desirable it would seem preferable to authorize it early so that the 
veteran public could be made aware that no rush would be necessary 
to avoid losing the opportunity afforded by the GI loan benefits. 

It is difficult to estimate the probable cost of the proposed legislation 
because such estimate depends on the number of veterans, who will 
use loan benefits because of the 3-year extension but would not use 
the benefits otherwise. During the 3-year period ending January 25, 
1955, about 1 million veterans obtained GI loans based on entitlement 
derived from World War II service. (Loans to World War II veterans 
who used entitlement derived from post-Korea service are not in- 
cluded in this total, since veterans who served in both periods would 
not be affected by the proposed bill.) If it is assumed that GI loans 
will be readily available and that general economic conditions will be 
favorable, it is probable that the number of GI loans made to World 
War II veterans in the 3-year period of extension contemplated by the 
bill would number at least 1 million, and the total might go consid- 
erably higher, since the availability of private funds for GI loans on 
favorable terms was quite restricted during most of the 3-year “base 
period” on which this estimate is based. On the other hand, some of 
the loans which would be made to World War II veterans after July 
25, 1957, under the subject bill, if enacted, might properly be ascribable 
to the many veterans who, in the absence of such enactment, might 
have accelerated their home purchases to get in under the present 
deadline. 

The major item to be considered in making an estimate of the 
potential cost of the bill is the administrative cost to the Veterans’ 
Administration which these additional loans would entail. To date, 
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such costs, including salaries of Veterans’ Administration employees 
assigned to the loan guaranty program and related expenditures, have 
averaged less than $25 per loan. Some additional expense is to be 
anticipated from the payment of claims under the guaranty on such 
loans, but it is believed that such losses would be relatively small. 
To date, the net cost of claims paid on GI home loans has amounted 
to only 6% cents per $100 of original principal amount, and a con- 
siderably more favorable record should be anticipated for World 
War II veterans who would participate after July 1957, because of 
their increased stability and maturity and their improved economic 
status. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report and that in its 
separate report on S. 302 of April 5, 1955, it has informed your com- 
mittee that the proposed extension of the program at this time would 
not be in accord with the program of the President. 

Sincerely yours, 
H. V. Hiaiey, Administrator. 


AMENDMENTS 


The bill reported by the committee contains four amendments to 
the bill referred to the committee, as follows: 

(1) The committee amended the bill by adding a provision in 
paragraph (1) to extend the veterans’ loan guaranty program for 1 
year from July 25, 1957, to July 25, 1958. 

(2) A provision was added to paragraph 8 of the bill to clarify the 
nature of the liability to be assumed by a transferee of property 
purchased from a veteran mortgagor who seeks a release from his 
contingent liability to the Government. 

(3) A provision was added to paragraph 9 of the bill to provide 
for a 1-year extension of eligibility for loans to refinance delinquent 
indebtedness under section 507 of the Servicemen’s Readjustment 
Act of 1944. Section 507 is part of the overall loan guaranty program 
and should be extended along with the other loan guaranty provisions. 

(4) The provision of paragraph 10 which relates to the extra time 
available for the administrative processing of loans following the 
termination date of the loan guaranty program is amended to adjust 
the dates in accordance with the committee amendment extending 
the program for 1 year, and to allow the extra time for all types of 
loans, rather than just home loans, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, &re shown as follows (existing Taw proposed to be omitted 
is enclosea in black brackets, new matter is printed in italics, existing 
law in which no change is proposed i is shown in roman): 
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TITLE III—LOANS FOR THE PURCHASE OR CONSTRUC- 
TICN OF HOMES, FARMS, AND BUSINESS PROPERTY 


CuapteER V—GENERAL PROVISIONS FOR LOANS 


Sec. 500 (88 U. S. C. 694). (a) Any person who shall have served 
in the active military or naval service of the United States at any time 
on or after September 16, 1940, and prior to the termination of the 
present war, or at any time on or after June 27, 1950, and prior to 
such date as shall be determined by Presidential proclamation or 
concurrent resolution of the Congress, and who shall have been dis- 
charged or released therefrom under conditions other than dishonor- 
able after active service of ninety days or more, or by reason of an 
injury or disability incurred in service in line of duty, shall be eligible 
for the benefits of this title. Entitlement derived from service on 
or after June 27, 1950, shall (1) cancel any unused entitlement derived 
from service prior to June 27, 1950, and (2) be reduced by the amount 
entitlement from such prior service shall have been used to obtain 
a direct, guaranteed, or insured loan (a) on real property which the 
veteran owns at the time of application or (b) as to which the Admin- 
istrator shall have incurred actual liability or loss, unless in the event 
of loss or the incurrence and payment of such liability by the Admin- 
istrator, the resultant indebtedness of the veteran to the Government 
shall have been paid in full. The unremarried widow of any person 
who met the service requirements for benefits under this title and who 
died, either in service or after separation from service under conditions 
other than dishonorable, as a result of injury or disease incurred in 
or aggravated by such service in line of duty (other than any such 
widow who by reason of her own service is eligible for the benefits 
of this title), shall also be eligible for the benefits of this title; and 
the term “veteran” as used in this title shall include any such unre- 
married widow. Any loan made by such veteran within [ten] eleven 
years after the termination of the war, and any loan to a veteran 
eligible by virtue of active service on or after June 27, 1950, if made 
within ten years after such date as shall be determined by Presidential 
proclamation or concurrent resolution of the Congress, for any of the 
purposes, and in compliance with the provisions, specified in this title, 
is automatically guaranteed by the Government by this title in an 
amount not exceeding fifty per centum of the loan: Provided, That 
the aggregate amount guaranteed shall not exceed $2,000 in the case 
of non-real-estate loans, nor $4,000 in the case of real-estate loans; 
or a prorated portion thereof on loans of both types or combination 
thereof. In computing the aggregate amount of guaranty or insurance 
entitlement available to a veteran under this title, the Administrator 
may in his discretion exclude the initial use of the guaranty or insur- 
ance entitlement used for any loan with respect to which the security 
(1) has been taken (by condemnation or otherwise) by the United 
States, any State, or a local government agency for public use, or 
(2) has been destroyed by fire or other natural hazard, or (3) has been 
disposed of because of other compelling reasons devoid of fault on 
the part of the veteran and, notwithstanding any other provision of 
thas section to the contrary, any entitlement may be so excluded and 
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restored to the use of any veteran at any time prior to January 31, 1965, 
for the purpose of obtaining a loan which will be guaranteed or insured 
in accordance with the provisions of this title: Provided, That any amount 
paid by the Administrator under section 500 (c) of this part shall be 
deducted from the amount payable on the succeeding loan under that 
section. Jn computing the aggregate amount of guaranty or insurance 
entitlement available to a veteran under this title, the Administrator shall 
exclude the amount of guaranty or insurance entitlement previously 
used for any loan guaranteed or insured under section 501 which has 
been repaid in full, and with respect to which the real property which 
served as security for the loan has been disposed of because the veteran, 
while in the active service, was transferred by the military department 
with which he was serving. 

(b) Loans ppatanitand under this title shall be payable under such 
terms and conditions as may be agreed upon by the parties thereto, 
subject to the conditions and limitations of this title and the regula- 
tions issued pursuant to section 504: Provided, That the liability under 
the guaranty within the limitations of this title shall decrease or in- 
crease pro rata with any decrease or increase of the amount of the 
unpaid portion of the obligation: Provided further, That loans guaran- 
teed under this title shall bear interest at a rate not exceeding 4 per 
centum per annum and shall be payable in full in not more than 
thirty years, or in the case of loans on farm realty in not more than 
forty years: And provided further, That (1) the maturity of a non-real- 
estate loan shall not exceed ten years; (2) any loan for a term in excess 
of five years shall be amortized in accordance with established pro- 
cedure; (3) except as provided in section 505 any real-estate loan, 
other than for repairs, alterations or improvements, shall be secured 
by a first lien on the realty, and a non-real-estate loan, except as to 
working or other capital, merchandise, good-will and other intangible 
assets, shall be secured by personalty to the extent legal and practi- 
cable: And provided further, That the Administrator, with the approval 
of the Secretary of the Treasury, may prescribe by regulation from 
time to time such rate of interest, not in excess of 4% per centum per 
annum, as he may find the loan market demands. 

(c) An honorable discharge shall be deemed a certificate of eligibility 
to apply for a guaranteed loan. Any veteran who does oot have a 
discharge certificate, or who received a discharge other than honorable, 
may apply to the Administrator for a certificate of eligibility. [Upon 
making a loan as provided herein, the lender shall forthwith transmit 
to the Administrator a statement setting forth the full name and 
serial number of the veteran, amount and terms of the loan, and the 
legal description of the property, together with the appraisal report 
made by the designated appraiser.] Upon making a loan as provided 
herein, the lender shall forthwith transmit to the Administrator a report 
thereof in such detail as the Administrator may, from time to time, pre- 
scribe. Where the loan is automatically guaranteed, the Adminis- 
trator shall provide the lender with a loan guaranty certificate or 
other evidence of the guaranty. He shall also endorse on the veteran’s 
discharge, or eligibility certificate, the amount and type of guaranty 
used, and the amount, if any, remaining. An amount equivalent to 
4 per centum on the amount originally guaranteed shall be paid to the 
lender by the Administrator out of available appropriations, to be 
credited upon the loan. Nothing herein shall be deemed to preclude 
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the assignment of any guaranteed loan nor the assignment of the 
security therefor. 

(d) Loans guaranteed hereunder may be made (1) by any Federal 
land bank, national bank, State bank, private bank, building and loan 
association, insurance company, credit union, or mortgage and loan 
company, that is subject to examination and supervision by an agency 
of the United States or of any State or Territory, including the District 
of Columbia, or (2) by any State. Any loan at least 20 per centum of 
which is guaranteed under this title may be made by any national 
bank, or Federal savings and loan association; or by any bank, trust 
company, building and loan association or insurance company or- 
ganized or authorized to do business in the District of Columbia; 
without regard to the limitations and restrictions of any other statute 
with respect to— 

(1) ratio of amount of loan to the value of the property; 

(2) maturity of loan; 

(3) requirement for mortgage or other security; 

(4) dignity of lien; or 
k (5) percentage of assets which may be invested in real estate 
oans. 

(e) Any loan proposed to be made to an eligible veteran by any 
lender not of a class specified in subsection (d) may be guaranteed 
by the Administrator if he finds that it is in accord otherwise with the 
provisions of this title, as amended. 

(f) Notwithstanding the provisions in this title respecting auto- 
matically guaranteed loans, the Administrator may at any time upon 
thirty days’ notice require loans to be made by any lender or class of 
lenders to be submitted for prior approval, and no guaranty or in- 


surance liability shall exist in respect to such loans unless evidence of 
guaranty or insurance is issued by the Administrator. 

(g) Notwithstanding any other provision of this title, if a loan report 
or an application for loan guaranty relating to a loan under this title 
has been received by the Administrator on or before July 25, 1958, such 
loan may be guaranteed or insured under the provisions of this title on or 
before July 25, 1959. 


PURCHASE OR CONSTRUCTION OF HOMES 


Sec. 501 (88 U. S. C. 694). (a) Any loan made to a veteran under 
this title, the proceeds of which are to be used for purchasing residential 
property or constructing a dwelling to be occupied as his home or for 
the purpose of making repairs, alterations, or improvements in prop- 
erty owned by him and occupied as his home, is automatically guar- 
anteed if made pursuant to the provisions of this title, including the 
following: 

(1) That the proceeds of such loan will be used for payment 
of the property purchased or constructed or improved ; 

(2) That the contemplated terms of payment required in any 
mortgage to be given in part payment of the purchase price 
or the construction cost bear a proper relation to the veteran’s 
present and anticipated income and expenses, and the veteran is 
a satisfactory credit risk; and that the nature and condition 
of S property is such as to be suitable for dwelling purposes; 
an 
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(3) That the price paid or to be paid by the veteran for such 
property, or for the cost of construction, repairs, or alterations, 
does not exceed the reasonable value thereof as determined 
[by proper appraisal made by an appraiser designated] by the 
Administrator. 

(b) Any loan made to a veteran for the purposes specified in sub- 
section (a) or subsection (c) of this section 501 may, notwithstanding 
the provisions of subsection (a) of section 500 of this title relating to 
the percentage or aggregate amount of loan to be guaranteed, be 
guaranteed, if otherwise made pursuant to the provisions of this title, 
in an amount not exceeding 60 per centum of the loan: Provided, 
That the aggregate amount of any guaranties to a veteran under this 
title shall not exceed $7,500, nor shall any gratuities payable under 
subsection (c) of section 500 of this title exceed the amount which is 
payable on loans guaranteed in accordance with the maxima provided 
for in subsection (a) of section 500 of this title: And provided further, 
That no such loan for the repair, alteration, or improvement of prop- 
erty shall be insured or guaranteed under this Act unless such re pair, 
alteration, or improvement substantially protects or improves the 
basic livability or utility of the property involved. 

(c) Srey eR section 502 of this title, but subject to para- 
graphs (1), (2), and (3) of subsection (a) of this section, any loan made 
to a veteran —— this title may be guaranteed if the proceeds thereof 
will be used for any of the following purposes: 

(1) To purchase a farm on which there is a farm residence to 
be occupied by the veteran as his home 

(2) To construct on land owned by the veteran a farm resi- 
dence to be occupied by him as his home; or 

“(3) To repair, alter, or improve a farm residence owned by 
the veteran and occupied by him as his home. 

[f there isan indebtedness which is secured by a lien against land owned 
by the veteran, the proceeds of a loan for the construction of a farm 
residence on such land may be expended also to liquidate such lien, 
but only if the reasonable value of the land is equal to or in excess of 
the amount of the lien.” 


PURCHASE OF FARMS AND FARM EQUIPMENT 


Sec. 502 (88 U.S. C. 6946). (a) Any loan made to a veteran under 
this title, the proceeds of which are to be used for purchasing any lands, 
buildings, livestock, equipment, machinery, supplies or implements, 
or for repairing, altering, constructing or improving any land, equip- 
ment, or building, including the farmhouse to be used in farming 
operations conducted by the veteran involvi ing production in excess of 
his own needs, or for working capital requirements necessary for such 
operations, or to purchase stock in a cooperative association where 
the purchase of such stock is required by Federal statute as an incident 
to obtaining the loan, is automatically guaranteed if made pursuant 
to the provisions of this title, including the following: 

(1) That the proceeds of such loan will be used for any such 
purposes in connection with bona fide farming operations con- 
ducted by the applicant; 

(2) That such property will be useful in and reasonably 
necessary for efficiently conducting such operations; 
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(3) That the ability and experience of the veteran, and the 
nature of the proposed farming operations to be conducted by 
him, are such that there is a reasonable likelihood that such 
operations will be successful; and 

(4) That the [purchase] price paid or to be paid by the 
veteran for such property, or for the cost of construction, repairs, 
or alterations, does not exceed the reasonable value thereof as 
determined [by proper appraisal made by an appraiser desig- 
nated] by the Administrator. 

(b) For the purpose of encouraging the construction and improve- 
ment of farm housing the Administrator is authorized to guarantee 
a loan for the construction or improvement of a farmhouse which 
loan is secured by a first lien on a portion of the farm suitable in 
size and location as an independent homesite, and to permit payment 
out of the proceeds of such loan any sum required to obtain the release 
of such site from existing indebtedness: Provided, That the Admin- 
istrator may, in his discretion, except any loan for the construction 
or improvement of a farmhouse from the first lien requirement 
imposed by rae 500 (b) of this title. 

Sec. 503 (88 U.S. C. 8940) Any loan made to a veteran under this 
title, the proceeds of which are to be used for the purpose of engaging 
in business or pursuing a gainful occupation, or for the cost of acquiring 
for such purpose land, buildings, supplies, equipment, machinery, 
tools, inventory, stock in trade, or for the cost of the construction, 
repair, alteration or improvement of any realty or personality used 
for such purpose, or to provide the funds needed for working capital, 
is automatically guaranteed if made pursuant to the provisions of 
this title, including the following: 

(1) That the proceeds of such loan will be used for any of the 
specified purposes in connection with bona fide pursuit of gainful 
occupation by the veteran; 

(2) That such property will be useful in and reasonably 
necessary for the efficient and successful pursuit of such business 
or occupation; 

(3) That the ability and experience of the veteran, and the 
conditions under which he proposes to pursue such business or 
occupation, are such that there is a reasonable likelihood that 
he will be successful in the pursuit of such business or occupation; 
and 

(4) That the purchase price paid or to be paid by the veteran 
for such property, or the cost of [such] construction, repairs, or 
alterations, [or improvements, ] does not exceed the reasonable 
value thereof as determined by [proper appraisal made by an 
appraiser ae by] the Administrator. 

Src. 503A (38 U.S. C. 694ce-1). Whoever knowingly makes, effects, 
or participates in a sale of any property to a veteran for a considera- 
tion in excess of the reasonable value of such property as determined 
by [proper appraisal made by an appraiser designated by] the 
Administrator, shall, if the veteran pays for such property in whole 
or in part with the proceeds of a loan guaranteed by the Veterans’ 
Administration under section 501, 502, or 503 of this title, be liable 
for three times the amount of such excess consideration irrespective 
of whether such person has received any part thereof. 





20 AMEND TITLE III] OF SERVICEMEN'S READJUSTMENT ACT 


Actions pursuant to the provisions of this section may be instituted 
by the veteran concerned, in any United States district court, which 
court may, as a part of any judgment, award costs and reasonable 
attorneys’ fees to the successful party. Im the event the veteran 
shall fail to institute any action hereunder within thirty days after 
discovering he has overpaid, or having instituted an action shall fail 
diligently to prosecute the same, or upon request by the veteran, the 
Attorney General, in the name of the Government of the United 
States, may proceed therewith, in which event one-third of any re- 
covery in said action shall be paid over to the veteran and two-thirds 
thereof shall be paid into the Treasury of the United States. 

The remedy provided in this section shall be in addition to any and 
all other penalties imposed by law. 

Src. 504 (88 U. S. C. 694d). (a) The Administrator is authorized 
to promulgate such rules and regulations not inconsistent with this 
title, as amended, as are necessary and appropriate for carrying out 
the provisions of this title, and may delegate to subordinate employees 
authority to issue certificates, or other evidence, of guaranty of loans 
guaranteed under the provisions of this title, and to exercise other 
administrative functions hereunder. 

(b) No loan for the purchase or construction of residential property 
on which construction is begun subsequent to sixty days from the date 
of the Veterans’ Readjustment Assistance Act of 1952 becomes effec- 
tive shall be financed through the assistance of the provisions of this 
title unless the property meets or exceeds minimum requirements for 
planning, construction, and general acceptability prescribed by the 
Administrator: Provided, That subsection 504 (b) as originally enacted 
shall continue to be applicable to construction begun prior to the end 
of such sixty-day period: Provided further, That this subsection shall 


not apply to a loan for the purchase of residential property the con- 
struction of which was completed more than one year prior to the 
—— such loan. 


(c) The Administrator shall have the right to refuse to appraise any 
dwelling or housing project owned, sponsored, or to be constructed by 
any person identified with housing previously sold to veterans under 
this title as to which substantial deficiencies have been discovered, or 
as to which there has been a failure or indicated inability to discharge 
contractual liabilities to veterans, or as to which it is ascertained that 
the type of contract of sale or the methods or practices pursued in 
relation to the marketing of such properties were unfair or unduly 
prejudicial to veteran purchasers. 

(d) No loan for the purchase or construction of residential property 
shall be financed through the assistance of the provisvons of this title unless 
the veteran applicant, at the time that he applies for the loan, and also at 
the time that the loan is closed, certifies, in such form as may be required 
by the Administrator, that he intends to occupy the property as his home. 
No loan for the repair, alteration, or improvement of residential property 
shall be financed through the assistance of the provisions of this title 
unless the veteran applicant, at the time that he applies to the lender for 
the loan, and also at the time that the loan is closed, certifies, in such form 
as may be required by the Administrator, that he occupies the property as 
his home. For the purpose of this title the requirement that the veteran 
recipient of a guaranteed or direct home loan must occupy or intend to 
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occupy the property as his home shall be construed to mean that the veteran 
as of the date of his certification actually lives in the property personally 
as his residence or actually intends upon completion of the loan and 
acquisition of the dwelling unit to move into the property personally 
within a reasonable time and to utilize such property as his residence. 

Section 505 no changes. 

Sec. 506 (38 U. S. C. 694g) (a). In the event of default in the pay- 
ment of any loan guaranteed under this title, the holder of the i, 
tion shall notify the Administrator who shall thereupon pay to such 
holder the guaranty not in excess of the pro rata portion of the amount 
originally guaranteed, and shall be subrogated to the rights of the 
holder of the obligation to the extent of the amount paid on the guar- 
anty: Provided, That prior to suit or foreclosure the holder of the 
obligation shall notify the Administrator of the default, and within 
thirty days thereafter the Administrator may, at his option, pay the 
holder of the obligation the unpaid balance of the obligation plus 
accrued interest and receive an assignment of the loan and security: 
Provided further, That (1) nothing herein shall be construed to pre- 
clude any forbearance for the benefit of the veteran as may be agreed 
upon by the parties to the loan and approved by the Administrator; 
and (2) the Administrator may establish the date, not later than the 
date of judgment and decree of foreclosure or sale, upon which accrual 
of interest or charges shall cease. 

(b) Whenever any veteran disposes of residential property securing a 
guaranteed, insured, or direct loan obtained by him under this title, the 
Administrator, upon application made by such veteran and by the trans- 
feree incident to such disposal, shall issue to such veteran in connection 
wich such disposal a release relieving him of all further liability to the 
Administrator on account of such loan (including liability for any loss 


resulting from any default of the transferee or any subsequent purchaser 
of such property) if the Administrator has determined, after such investi- 
gation as he may deem appropriate, that (1) the loan is current, and (2) the 
purchaser of such p rty from such veteran (a) has obligated himself 


by contract to purchase such property and to assume full liability for the 
repayment of the balance of the loan remaining unpaid and has assumed 
by contract all of the obligations of the veteran under the terms of the 
instruments creating and securing this loan, and (b) qualifies from a 
credit standpoint, to the same extent as if he were a veteran eligible under 
section 501 (a), for a guaranteed or insured or direct loan in an amount 
equal to the unpaid balance of the obligation for which he has assumed 
liability. 

Sec. 507 (38 U. S. C. 694h). Any loan made to a veteran the pro- 
ceeds of which are to be used to refinance any indebtedness of the 
veteran which is secured of record on property to be used or occupied 
by the veteran as a home or for farming purposes, or indebtedness 
incurred by him in the pursuit of a gainful occupation which he is 
pursuing or which he proposes in good faith to pursue, or any delin- 
quent taxes or assessments on such property or business, is auto- 
matically guaranteed if made pursuant to the provisions of this title, 
including the following 

(1) Such loan became in default or the delinquency occurred 
not later than [ten] eleven years after the termination of the 
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war or, in the case of a veteran eligible by virtue of active service 
on or after June 27, 1950, not later than ten years after such date 
as shall be determined by Presidential proclamation or con- 
current resolution of the Congress; 

(2) Such refinancing will aid the veteran in his economic 
readjustment; and 

(3) The amount of the guaranteed loan does not exceed the 
reasonable value of the property or business, as determined by 
[proper appraisal made by an appraiser designated by] the 
Administrator. 


O 
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84TH CONGRESS l SENATE | REPORT 
2d Session _No. 2506 


AMENDING THE COMMODITY EXCHANGE ACT TO PRO- 
VIDE FOR HEDGING ANTICIPATED REQUIREMENTS 
OF PROCESSORS 


Jury 11, 1956.—Ordered to be printed 


Mr. ELLENDER, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany H. R. 9333] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 9333) to amend the Commodity Exchange Act to give 
certain consuming processors of cotton the privilege of buying cotton 
futures contracts in certain cases, having considered the same, report 
thereon with a recommendation that it do pass without amendment. 

Under the present requirements of the Commodity Exchange Act, 
purchases of commodity futures may be classified as bona fide he dging 
only if offset by fixed-price sales commitments. This amendment to 
the act will permit processors and manufacturers to carry on hedging 
operations against all or a part of their anticipated requirements, as 
explained fully in the House report. 


{H. Rept. 2478, 84th Cong., 2d sess.] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 9333) to amend the Commodity Exchange Act to give to 
certain consuming processors of cotton the privilege of buying cotton 
futures contracts in certain cases, having considered the same, report 
favorably thereon with amendments and recommend that the bill 
do pass. 

The amendments are as follows: 

Page 1, line 7, beginning on line 7 strike out the remainder of the 
bill (through and including line 12, p. 1) and substitute: 


(C) an amount of such commodity the purchase of which 
for future delivery shall not exceed such person’s unfilled 
anticipated requirements for processing or manufacturing 
during a specified operating period not in excess of one year: 
71006 
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Provided, That such purchase is made and liquidated in an 
orderly manner and in accordance with sound commercial 
practice in conformity with such regulations as the Secretary 
of Agriculture may prescribe. 

Sec. 2. This Act shall take effect sixty days after the date 
of its enactment. 


Amend the title to read: 


A bill to amend the Commodity Exchange Act to provide 
for hedging anticipated requirements of processors and man- 
ufacturers. 


This bill would amend the definition of hedging for purposes of the 
Commodity Exchange Act. Under the present provisions of the act 
hedging by & processor or manufacturer i is limited to futures contracts 
covering not more than the volume of a commodity for which the 
processor or manufacturer has specific fixed price sales commitments. 

Many manufacturers and processors of agricultural commodities 
have been in business for a period of years and are able to estimate 
with considerable accuracy the volume of their business during an 
approaching season or year. This amendment to the act will recog- 
nize this situation and permit such manufacturers and processors, 
under regulations promulgated by the Secretary of Agriculture to 
carry on hedging operations against all or part of their anticipated 
requirements. 

his amendment will also make the law with respect to hedging by 
processors consistent with the existing provision of law relating to 
hedging by producers (who are — 4e hedge against quantities 
of a commodity which they in good faith intend or expect to raise 
within the next 12 months). 

The amendment adopted by the committee is essentially the lan- 
guage recommended by the Department of Agriculture in its report 
on the bill. The Department’s recommended language was amended 
by the committee to make it clear that regulations issued by the Secre- 
tary with respect to the extended hedging authorized herein shall be 
in accordance with sound commercial practice. 

At hearings on the bill spokesmen for the Department of Agriculture 
and numerous commodity groups appeared in favor of the legislation. 
There were no witnesses in opposition. 


DEPARTMENT’S VIEWS 


Following is the report of the Department of Agriculture recom- 
mending approval of the legislation if amended. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., May 7, 1956. 


Hon. Harop D. CooLey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConcreEssMAN CooLeyY: This is with reference to your letter 
of February 21, with which you referred H. R. 9333 for consideration 
and report. 

We recommend the enactment of H. R. 9333 if amended as herein 
suggested. 
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The bill proposes to amend section 4a (3) of the Commodity Ex- 
change Act, as amended (7 U. S. C. 6a (3)). The amendment is de- 
signed to broaden the statutory definition of bona fide hedging so as 
to exempt from the application of speculative trading and position 
limits a processor’s purchase of commodity futures in an amount not 
in excess of his unfilled requirements for an operating season. Under 
the present requirements of the statute, purchases of commodit 
futures may be classified as bona fide hedging only if offset by fixed- 
price sales commitments. 

We are in accord with the view that processors and manufacturers 
who customarily accumulate inventories in advance of fixed-price 
sales commitments should, subject to appropriate administrative 
regulations, be permitted to enlarge their use of the futures market 
incident to the procurement of their anticipated requirements. To 
accomplish this purpose, we recommend that H. R. 9333 be amended 
by deleting the paragraph beginning in line 7 of the bill and inserting 
the following: 

“(C) An amount of such commodity the purchase of which for 
future delivery shall not exceed such person’s unfilled anticipated 
requirements for processing or manufacturing during a specified 
operating period not in excess of one year: Provided, That such 
purchase is made and liquidated in conformity with such regulations 
as the Secretary of Agriculture may prescribe. 

“Sec. 2. This Act shall take effect sixty days after the date of its 
enactment.” 

We recommend that the title of the bill be amended to read “A 
bill to amend the Commodity Exchange Act to provide for hedging 
anticipated requirements of processors and manufacturers.” 


We believe that the enactment of the bill would not require any 
additional appropriation. 
The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 


Trur D. Morse, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Commopity Excnanes Act, as AMENDED 
* 7 7 * ~ * J— 


Sec. 4a. (1) Excessive speculation in any commodity under con- 
tracts of sale of such commodity for future delivery made on or 
subject to the rules of contract markets causing sudden or unreason- 
able fluctuations or unwarranted changes in the price of such com- 
modity is an undue and unnecessary burden on interstate commerce 
in ram commodity. For the purpose of diminishing, eliminating, or 
preventing such burden, the commission shall, from time to time, 
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after due notice and opportunity for hearing, by order, proclaim and 
fix such limits on the amount of trading under contracts of sale of 
such commodity for future delivery on or subject to the rules of any 
contract market which may be done by any person as the commis- 
sion finds is necessary to diminish, eliminate, or prevent such bur- 
den. Nothing in this section shall be construed to prohibit the 
commission from fixing different trading limits for different com- 
modities, markets, futures, or delivery months, or different trading 
limits for buying. and selling operations, or different limits for the 
purposes of subparagraphs (A) and (B) of this section, or from 
exempting transactions commonly known to the trade as “spreads”’ 
or “straddles” or from fixing trading limits applying to such transac- 
tions different from trading limits fixed for other transactions. 

(2) The commission shall, in such order, fix a reasonable time (not 
to exceed ten days) after the order’s promulgation; after which, and 
until such order is suspended, modified, or revoked, it shall be unlaw- 
ful for any person— 

(A) directly of indirectly to buy or sell, or agree to buy or sell, 
under contracts of sale of such commodity for future delivery on or 
subject to the rules of the contract market or markets to which the 
order applies, any amount of such commodity during any one busi- 
ness day in excess of any trading limit fixed for one business day 
by the commission in such order for or with respect to such com- 
modity; or 

(B) directly or indirectly to buy or sell, or agree to buy or sell, 
under contracts of sale of such commodity for future delivery on 
or subject to the rules of any contract market, any amount of such 
commodity that shall result in giving such person a net long or net 
short position at any one time m or with respect to any such com- 
modity in excess of any trading limit fixed by the commission for 
net long or net short position in such order for or with respect to 
= — 

No order issued under paragraph (1) of this section shall 
ity to transactions which are shown to be bona fide hedging trans- 
actions. For the purposes of this paragraph, bona fide hegding 
transactions shall mean sales of any commodity for future delivery 
on or subject to the rules of any board of trade to the extent that 
such sales are offset in quantity by the ownership or purchase of the 
same cash commodity or, conversely, purchases of any commodity 
for future delivery on or subject to the rules of any board of trade 
to the extent that such purchases are offset by sales of the same cash 
commodity. There shall be included in the amount of any com- 
modity which may be hedged by any person— 

(A) the amount of such commodity such person is raising, or in 
good faith intends or expects to raise, within E next twelve months, 
on land (in the United States or its Territories) which such person 
owns or leases; 

(B) an amount of such commodity the sale of which for future 
delivery would be a reasonable hedge against the products or by- 
products of such commodity owned or purchase 1d by such person, or the 
purchase of which for future delivery would be a reasonable hedge 
against the sale of any product or byproduct of such commodity by 


such person{.]; 
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(C) an amount of such commodity the purchase of which for future 
delivery shall not exceed such person’s unfilled anticipated requirements 
for processing or manufacturing during a specified operating period not 
in excess of one year: Provided, That such purchase is made and liqui- 


dated in an orderly manner and in accordance with sound commercial 
practice in conformity with such regulations as the Secretary of Agri- 
culture may prescribe. 


O 









Arae 
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STRENGTHENING THE PERISHABLE AGRICULTURAL 
COMMODITIES ACT, 1930 


Jury 11, 1956.—Ordered to be printed 


Mr. Evuenper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany H. R. 5337] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 5337) to amend the provisions of the Perishable Agri- 
cultural Commodities Act, 1930, relating to practices in the marketing 
of perishable agricultural commodities, having considered the same, 
report thereon with a recommendation that it do pass with amend- 
ments. 

This bill would strengthen enforcement of the Perishable Agricul- 
tural Commodities Act, 1930. That act, designed to suppress unfair 
and fraudulent practices in the marketing of perishable agricultural 
commodities, requires the licensing of commission merchants, dealers, 
and brokers engaging in the business of marketing fresh fruits and 
vegetables in interstate commerce and makes certain types of conduct 
in such business unlawful. The bill would— 

(1) Eliminate the necessity of proving “fraudulent purpose” 
in connection with the misbranding of any perishable agricultural 
commodity; 

(2) Make misrepresentation of the “region of origin” a violation 
of the Act; 

(3) Authorize the Secretary of Agriculture to change the annual 
license fee from $15 to any amount not in excess of $25; 

(4) Enlarge the grounds for denial of a license to permit 
denial, if— 

(a) Any general partner, officer, or holder of more than 
10 percent of the applicant’s stock has engag ed in any 
practice prohibited by the Act (now applicable to the 
applicant only), 

(6) The applicant or any general partner, officer, or holder 
of more than 10 percent ‘of the applicant’s stock has been 
convicted of a felony in any State or Federal Court, or 

71006 
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(c) The applicant or any general partner, officer, or holder 
of more than 10 percent of the applicant’s stock has within 
three years prior to the date of the application been adjudi- 
cated or discharge as a bankrupt, or bean a general partner, 
officer, or holder of more than 10 percent of the stock of a 
bankrupt; 

(5) Permit suspension or revocation (instead of revocation 
only) of the license of any licensee who after proper notice con- 
tinues to employ in a responsible position any person wi gow 
license or whose previous firm’s license has been revoked < 
suspended (rather than revoked only) and restrict the aniisi 
authority to permit such employment after 1 year to cases in 
which the revocation or suspension was for failure to pay a 
reparation award; and 

(6) Extend the record inspection provision to permit such 
record inspection as may be required (1) to determine the owner- 
ship, control, packer, or State, county or region of origin in con- 
nection with commodity inspection, or (ii) to ascertain whether 
the record keeping provisions of the Act are being complied with; 
and to permit inspection of any lot of any perishable agricultural 
commodity covered by the Act. 

The committee amendments are of a technical and clarifying nature. 

The amendments inserting subsection (b) in section 2 are required 
to maintain consistency between section 3 (b) and section 4 (a) of 
the act. Section 4 (a) now provides for a late fee of $20, which is $5 
more than the $15 fee required by section 3 (b). Since section 2 (a) 
would amend section 3 (b) to permit the fee provided for by it to be 
fixed at any amount not in excess of $25, a corresponding change is 
required in section 4 (b). 

The changes made in section 6 are fully described in the attached 
letter from the Assistant General Counsel of the Department of 
Agriculture. 

The report of the House Committee on Agriculture is attached. 


[H. Rept No. 1196, 84th Cong., Ist sess.] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 5337), to amend the provisions of the Perishable Agricultural 
Commodities Act, 1930, relating to practices in the marketing of 
perishable agricultural commodities, having considered the same, 
report fav orably thereon with amendments and recommend that the 
bill as amended do pass. 

The amendments are as follows: 

Page 2, —— line 2, add the following new section: 


Sec. 2. Section 3 (b) of such Act (7 U.S. C., sec. 499c (b)) 
is — by striking out in the third sentence the words 
“of $15” and inserting “not to exceed $25”. 


Page 2, line 3, change “Sec. 2” to “Sec. 3”. 

Page 3, line 13, strike out “shall” and insert “may”. 
Page 3, line 15, change “Sec. 3” to “Sec. 4”. 

Page 3, line 17, strike out “shall’’ and insert ‘“‘may” 
Page 4, line 5, change “Sec. 4” to “Sec. 5”. 
Page 5, line 1, change “Sec. 5” to “Sec, 6” 
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Page 5, beginning on line 3, strike out all of the first sentence 
through and including “given.” on line 10, and insert: 


The Secretary or his duly authorized agents have the right 
to inspect such accounts, records and memoranda of any 
commission merchant, dealer, or person, as may be required 
(1) in the investigation of complaints under this Act; or (2) 
to the determination of ownership, the control factors in the 
State, county, or region of origin in connection with the com- 
modity inspection; or (3) to ascertain whether the provisions 
of this Act are being complied with and if such commission 
merchant shall refuse permission for inspection, the Secretary 
may publish the facts and circumstances or order suspended 
the license which the permission gives. 


STATEMENT 


The bill would—without broadening the scope or original intent of 
the Perishable Agricultural Commodities Act of 1930, as amended— 
correct certain deficiencies which have become apparent in the adminis- 
tration of the act, thereby lending greater strength and more effective- 
ness to the basic legislation. The bill would accomplish this end by 
(1) strengthening the provisions relating to misbranding or misrepre- 
sentation of grade and origin of fresh fruits and vegetables; (2) in- 
creasing the maximum annual license fee from the present $15 per 
year to $25; (3) permitting the Secretary of Agriculture to deny 
issuance of a license to any person convicted of a felony in any State 
or Federal court; (4) authorizing the Secretary to deny a license to 
any applicant who has been involved in bankruptcy proceedings within 
3 years unless the applicant furnishes a bond or other assurance satis- 
factory to the Secretary; (5) empowering the Secretary to suspend the 
license of a person who employs in any responsible position an individ- 
ual whose license is under suspension; and (6) providing authority 
for the inspection of any perishable commodity covered by the act. 

The Perishable Agricultural Commodities Act is admittedly and 
intentionally a “tough” law. It was enacted in 1930 for the purpose 
of providing a measure of control and regulation over a branch of 
industry which is engaged almost exclusively in interstate commerce, 
which is highly competitive, and in which the opportunities for sharp 
practices, irresponsible business conduct, and unfair methods are 
numerous. The law was designed primarily for the protection of the 
producers of perishable agricultural products—most of whom must 
entrust their products to a buyer or commission merchant who may be 
thousands of miles away, and depend for their payment upon his 
business acumen and fair dealing—and for the protection of consumers 
who frequently have no more than the oral representation of the dealer 
= the product they buy is of the grade and quality they are paying 
or. 

The law has fostered an admirable degree of dependability and 
fairness in this industry chiefly through the method of requiring the 
registration of all those who carry on an interstate business in perish- 
able agricultural commodities and denying this registration to those 
whose business tactics disqualify them. It also provides the pro- 
cedures and the authority with which complaints within the industry 
can be settled without resort to courts of law. In spite of the strictness 
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of some of the provisions of the law, the act and its administration 
by the Department of Agriculture have won the almost unanimous 
approval of this important food distributing industry and now have 
its virtually undivided support. 

Hearings were held on H. R. 5337, by Mr. McIntire, and an iden- 
tical bill, H. R. 5818, by Mr. Budge. At the hearings a number of 
representative organizations appeared i in support of the bills. There 
were no witnesses in opposition. Among the organizations which 
testified in support of the bill (H. R. 5337) as reported, were the 
United Fresh Fruit and Vegetable Association, the Idaho Advertising 
Commission, the Vegetable Growers Association sof Americ a, the Na- 
tional Farmers Union, the International Potato Council, the Inter- 
national Apple Association, and the Philadelphia Termmal Marketing 
Association. A statement in support of the legislation was filed by 
the American Farm Bureau Federation, 


ANALYSIS 











Section 2 (5) of the Perishable Agricultural Act-—as it would be 
amended by H. R. 5337—would, by deleting the words “for a fraudu- 
lent purpose,” dismiss the unwieldy necessity of proving the preva- 
lence of fraud in misbranding or mislabeling in order to declare the 
existence of an unlawful act; evidence of bona fide misrepresentations 
relative to grade, quality, ete., would represent an adequate base for 
the declaration of illegal conduct. 

Also, to the existing safeguards against perishable commodity mis- 
representations relative to State or county origins, there would be 
added comparable protection pertaining to region of origin. 

Section 4 (b) would permit the Secretary to collect a fee im excess 
ef $15, but not in excess of $25. It is to be noted that the costs of 
administering this act are almost totally defrayed by the collection of 
such fees from license es, and the broadened fee base would work 
toward a more efficient administration of the act. 

Section 4 (d) would permit the Secretary of Agriculture to exercise 
discretionary powers with regard to the issuance of a license in those 
instances where an applicant was convicted of a felony in a State or 
Federal court. Prevailing law authorizes the Secretary to deny a 
license if he finds that the applicant is unfit to enter the business 
because of engaging in a practice of the character prohibited only by 
the act, and this amendment would perform as an added assurance 
that only persons of a reliable nature are encouraged to participate in 
trading activities under this act. 

Section 4 would—through the addition of a new subsection (e) 
permit the Secretary to deny a license to any applicant who has been 
involved in bankruptey proceedings within 3 years unless the appli- 
cant furnished a bond or other assurance satisfactory to the Secretary. 
The act presently excludes bankruptcy as a basis for license denials. 

Section 8 (b) would authorize the Secretary to suspend the license 
of a person who employs in any responsible position an individual 
whose license is under suspension. In eflect, this would place restric- 
tions on suspended licensees comparable to those now in effect for 
revocations, and it would serve to eliminate the effectiveness of dummy 
organizations and other such devices that might be set up to circum- 
vent the suspension penalty. 
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Section 13 (a) would enable the Secretary or his duly authorized 
agents to inspect any lot of any perishable agricultural commodity 
covered by the act. Such authority would facilitate an effective 
inspection where there exists the suggestion of misbranding or mis- 
representation. 

DEPARTMENTAL VIEWS 


Following is the letter from the Department of Agriculture recom- 
mending enactment of the bill with certain amendments. The 
amendments proposed by the Department were adopted. 


May 25, 1955. 
Hon. Harotp D. Coo.ry 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConGressMAN Coo.ery: This is in reply to your letter of 
April 20, 1955, requesting a report on H. R. 5337, a bill to amend the 
provisions of the Perishable Agricultural Commodities Act of 1930 
relating to practices in the marketing of perishable agricultural com- 
modities. 

The Department recommends passage of the bill with amendments. 

The major purpose of the bill is to serene ines and to make more 
effective the enforcement of the Perishable Agricultural Commodities 
Act. The bill does not broaden the basic scope of the statute but 
corrects deficiencies which have become apparent in carrying out its 
provisions. 

The bill (1) eliminates the necessity of proving “fraudulent purpose” 
of any licensee in connection with the misbranding of any perishable 
agricultural commodity, (2) provides that misrepresentation of the 
“region of origin” is a violation of the act, (3) authorizes the officials 
of the Department enforcing this act to inspect any perishable agri- 
cultural commodity in the possession of, or under the control of, any 
licensee under the act, (4) authorizes the Secretary to suspend the 
license of any licensee for a period of up to 90 days, if inspection of 
the produce is refused, (5) authorizes the Secretary to deny a license 
to any applicant convicted of a felony in any State or Federal court, 
(6) authorizes the Secretary to deny a license to any applicant who has 
within 3 years prior to the date of the application been involved in 
bankruptcy proceedings unless the applicant furnishes a bond or 
other assurance satisfactory to the Secretary, and (7) permits the 
Secretary to suspend or revoke the license of any licensee who, after 
a- proper notice, continues to employ in a responsible position any 
person whose license is under suspension. Such employment could 
be permitted by the Secretary after 1 year, if the suspension was for 
failure to pay a Faperation award, upon the filing of a bond or assur- 
ance satisfactory to the Secretary. 

Growers, shippers, and buyers are concerned about the existing 
extent of misbranding and misrepresentation of grade and origin of 
fresh fruits and vegetables. Although the proposed amendments to 
the Perishable Agricultural Commodities Act would not correct all 
malpractices in this field, they would provide significant help. Effec- 
tive control of misbranding and misrepresentation of fruits and 
vegetables is difficult under the present statute because no authority 
is granted to inspect produce in the possession or control of a licensee 
to determine if it is misbranded unless the licensee requests or grants 
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permission for such inspection. Also, substantial evidence must be 
produced that the misbranding was done deliberately with the definite 
intention of defrauding the buyer in order to prove that a fraudulent 
purpose is involved. The proposed amendments undoubtedly would 
expedite enforcement of the misbranding provisions of the act and 
provide for more effective action against licensees who violate these 
provisions. 

The purpose of the other amendments relating to felonies and bank- 
rupts is to eliminate from the produce business many potential 
troublemakers of the type who are constantly involved in disciplinary 
actions or reparation awards. Prohibition of the employment in a 
responsible position of a person whose license has been suspended is 
primarily for the purpose of preventing such a person from avoiding 
the suspension period by operating through a dummy organization. 
This change results in the same provisions concerning employment 
in a responsible position being applied to persons whose licenses are 
under suspension as the act now provides for persons whose licenses 
have been revoked. 

Some questions have been raised by industry representatives con- 
cerning the scope of the authority given to the Secretary in the revision 
of section 13 (a) relating to the inspection of ac counts and records. 
These representatives have recommended that this authority be 
delineated and clarified by insertion of the following words after 
“broker” on page 5, line 5, of the bill: “as may be material (1) in the 
investigation of complaints under this Act, or (2) to the determination 
of ownership, control, packer or State, county, or region of origin in 
connection with commodity inspections, or (3) to ascertain whether 
section 9 of this Act is being complied with,”. We believe that the 
Department can carry out its responsibilities effectively within the 
limitations established by this proposed revision and, therefore, we 
are agreeable to this change in the bill. 

Administration of this act, except for the cost of legal services, is 
financed exclusively from the license fees which are now fixed by the 
statute at $15 per year. It will be necessary to increase the relatively 
small staff now engaged in administering the Perishable Agricultural 
Commodities Act and the number of. attorneys assigned to this 
activity in order for the Department to conduct an ex xpeditious and 
effective enforcement of the misbranding provisions. Curtailment of 
misbranding is not feasible by relying largely on complaints prior to 
investigation and requires that steps be taken to check the operations 
of shipping-point packers and terminal-market repackers. Where 
violations are uncovered proceedings under the formal hearings 
requirements of the Administrative Procedure Act must be held. 

Therefore, unless provision is made for increasing the revenue 
under the act, it will not be possible for the Department to render 
the service which the industry has in mind. It is recommended that 
the act be amended to provide that an annual fee of not to exceed $25 
may be fixed by the Secretary. It is believed that this provision 
would be preferable to establishing a specific fee and should give the 
Department sufficient latitude to be able to realize enough revenue to 
carry out the foreseeable costs of administering this act, with the 
exception of additional expenses for legal services for which additional 
appropriations of about $25,000 annually would be needed. In order 
to make this revision, it would be nec essaty to insert after the word 
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“fee” in the third sentence of section 3 (b) the words “to be fixed by 
the Secretary but not to exceed $25,” in lieu of the words “of $15”, 
and after the word “paying” in the last clause of section 4 (a) to insert 
the words ‘‘the fee provided in section 3 (b) of this Act plus $5,” in 
lieu of the words “a fee of $20.” 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morss, 
Acting Secretary. 


LETTER FROM ASSISTANT GENERAL COUNSEL 


SEPTEMBER 7, 1955. 
Mr. Corys M. Mouser, 
Clerk, Senate Committee on Agriculture and Forestry, 
United States Senate. 


Dear Sir: Pursuant to a telephone conversation with the acting 
clerk of your committee, I am writing to call to your attention certain 
language in H. R. 5337 which should be corrected. 

The bill introduced in the House by Mr. McIntire, H. R. 5337, 
contained as section 5 an amendment of section 13 (a) of the Perish- 
able Agricultural Commodities Act, 1930. The first sentence of that 
proposed amendment was worded as follows: 

“The Secretary or his duly authorized agents shall have the right 
to inspect all accounts, records, and memoranda of any commission 
merchant, dealer, or broker, and if any such commission merchant, 
dealer, or broker refuses to permit such inspection, the Secretary may 
publish the facts and circumstances and/or, by order, suspend the 
license of the offender until permission to make such inspection is 
given.’ 

We understand there was some opposition to the wording of this 
provision and that, after considerable discussion by interested groups, 
an amendment was worked out to meet the objections that had been 
raised. In testifying before the Subcommittee on Domestic Market- 
ing of the House Committee on Agriculture on May 26, 1955, Mr. 

W. Kitchen, executive vice president of the United Fresh Fruit 
é Vegetable Association, recommended the following as a substitute 
for the first sentence (quoted above) of the amendment proposed by 
section 5 of H. R. 5337: 

“The Secretary or his duly authorized agents shall have the right 
to inspect such accounts, records, and memoranda of any commission 
merchant, dealer, or broker as may be material (1) in the investigation 
of complaints under this act, or (2) to the determination of ownership, 
control, packer, or State, country, or region of origin in connection 
with commodity inspections, or (3) to ascertain whether section 9 
of this act is being complied with, and if any such commission mer- 
chant, dealer, or broker refuses to permit such inspection, the Secretary 
may publish the facts and circumstances and/or, by order, suspend the 
license of the offender until permission to make such inspection is 
given.” 

This appears at page 21 of the subcommittee hearings. Other testi- 
mony on this provision appears at pages 8, 33, 35, 49, 51, 52, and 53. 


a 





: 


8 STRENGTHEN PPRISHABLE AGRICULTURAL COMMODITIES ACT 


In reporting out the bill (Rept. No. 1196), the House Committee 
on Agriculture changed the language suggested by Mr. Kitchen in a 
number of material respects. The bill as passed by the House is now 
pending in your committee. 

The sentence in question, which appears on page 5 of the Senate 
print of H. R. 5337, lines 6 to 17, as it is now worded, is defective in 
several respects and will not confer the authorization intended to be 
conferred. For example: the word “person” in line 8 should be 
“broker”, because the act regulates “commission merchants, dealers, 
and brokers’’; in line 9 the word “required” should be “material”, 
because there is no requirement that records be inspected but it is 
intended that only records material to the investigation of complaints, 
etc., be inspected; in line 12 ‘‘the commodity inspection” should be 
“commodity inspections”; in line 14 “commission merchant” should 
be “commission merchant, dealer, or broker”, because the penalties 
for refusing to permit inspection are intended to apply to dealers and 
brokers as well as to commission merchants: and, in lines 16 and 17, 
the words “or order suspended the license which the permission gives”, 
which we do not understand, should be changed to “and/or, by order, 
suspend the license of the offender until permission to make such 
inspection is given.” 

The simplest way to correct this sentence is to take the amendment 
suggested by Mr. Kitchen at page 21 of the House hearings and sub- 
stitute it for the present language of lines 6 to 17 on page 5 of the bill. 

If we can be of any assistance to you in connection with this matter, 
please feel free to call upon us. 

Sincerely yours, 
Cnrartes W. Bucy, 
Assistant General Counsel. 


CHANGES IN EXISTING LAW 
In compliance with subsection (4) of rule X XIX, of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


PERISHABLE AGRICULTURAL CommopitTigs Act, 1930 


AN ACT To suppress unfair and fradulent practices in the marketing of perishable 
agricultural commodities in interstate and foreign commerce 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, * * * 
Sec. 2. It shall be unlawful in or in connection with any transaction 
in interstate or foreign commerce— 
* + * * * * Ka 


(5) For any commission merchant, dealer, or broker[, for a fraudu- 
lent purpose,] to misrepresent by word, act, mark, stencil, label, 
statement, or deed, the character, kind, grade, quality, quantity, 
size, pack, weight, condition, degree of maturity, or State [or coun- 
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try], country, or region of origin of any perishable agricultural com- 
modity received, shipped, sold, or offered to be sold in interstate or 
foreign commerce; 

K x * * a * * 


OPOE SAS 

(b) Any person desiring any such license shall make application 
to the Secretary. The Secretary may by regulation prescribe the 
information to be contained in such application. Upon the filing 
of the application, and annually thereafter, the applicant shall pay 
a fee [of $15,] not to erceed $25, which shall be deposited in the 
Treasury of the United States as a special fund, without fiscal year 
limitations, to be designated as the ‘“‘Perishable Agricultural Com- 
modities Act fund”, which shall be available for all expenses necessary 
to the administration of the Act, the Act to prevent the destruction 
or dumping of farm produce, approved March 3, 1927 (7 U. S. C. 
491-497), and the Export Apple and Pear Act, approved June 10, 
1933 (7 U. S. C. 581-589): Provided, That financial statements pre- 
scribed by the Director of the Bureau of the Budget for the last com- 
pleted fiscal year, and as estimated for the current and ensuing fiscal 
years, shall be included in the budget as submitted to the Congress 
annually. 

* * * * * * * 


Sec. 4 (a) Whenever an applicant has paid the prescribed fee the 
Secretary, except as provided elsewhere in this Act, shall issue to such 
applicant a license, which shall entitle the licensee to do business as a 
commission merchant and/or dealer and/or broker unless and until 
it is suspended or revoked by the Secretary in accordance with the 
provisions of this Act, or is automatically suspended under section 
7 (d) of this Act, but said license shall automatically terminate on any 
anniversary date thereof unless the annual fee has been paid: Provided, 
That notice of the necessity of paying the annual fee shall be mailed 
at least thirty days before the anniversary date: Provided further, 
That if the annual fee is not paid by the anniversary date the licensee 
may obtain a renewal of that license at any time within thirty days 
by paying [[a fee of $20] the fee provided in section 3 (6), plus $5, 
which shall be deposited in the Perishable Agricultural Commodities 
Act fund provided for by section 3 (b). 

* * * * * * * 


(d) The Secretary may withhold the issuance of a license to an 
applicant, for a period not to exceed thirty days pending an investiga- 
tion, for the purpose of determining (a) whether the applicant is 
unfit to engage in the business of a commission merchant, dealer, or 
broker [by reason of having] because the applicant, or in case the ap- 
plicant 1s a partnership, any general partner, or in case the applicant is 
a corporation, any officer or holder of more than 10 per centum of the 
stock, prior to the date of the filing of the application engaged in any 
practice of the character prohibited by this Act or was convicted of a 
felony in any State or Federal court, or (b) whether the application 
contains any materially false or misleading statement or involves any 
misrepresentation, concealment, or withholding of facts respecting 
any violation of the Act by any officer, agent, or employee of the 
applicant. If after investigation the Secretary believes that the ap- 
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plicant should be refused a license, the Ea ant shall be given an 
opportunity for hearing within sixty days from the date of the appli- 
cation to show cause why the license should not be refused. If after 
the hearing the Secretary finds that the applicant is unfit to engage 
in the business of a commission merchant, dealer, or -broker [by 
reason of having] because the applicant, or in case the applicant is a 
partnership, any general partner, or in case the applicant is a corporation, 
any officer or holder of more than 10 per centum of the stock, prior to the 
date of the filing of the application engaged in any practice of the char- 
acter prohibited by this Ket or was convicted of a felony in any State or 
Federal court, or because the application contains a materially false or 
misleading statement made by the applicant or by its representative 
on its behalf, or involves a misrepresentation, concealment, or with- 
holding of facts respecting any violation of the Act by any officer, 
agent, or employee, the Secretary [shall] may refuse to issue a license 
to the applicant. 

(e) The Secretary may refuse to issue a license to an applicant if he 


finds that the applicant, or in case the applicant is a partnership, any 


general partner, or in case the applicant is a corporation, any officer or 
holder of more than 10 per centum of the stock, has, within three years 
prior to the date of the application, been adjudicated or discharged as a 
bankrupt, or was a general partner of a partnership or officer or holder of 
more than 10 per centum of the stock of a corporation adjudicated or 
discharged as a bankrupt, unless the applicant furnishes a bond of such 
nature and amount as may be determined by the Secretary or other 
assurance satisfactory to the Secretary that the business of the applicant 
wil be conducted in accordance with this Act. 

SEc. 8: * * * 

(6) The Secretary may, after thirty days’ notice and an opportunity 
for a hearing, suspend or revoke the license of any commission mer- 
chant, dealer, or broker who, after the date given in such notice, 
continues to employ in any responsible position any individual whose 
license [was revoked] has been revoked or is under suspension or who 
was responsibly connected with any firm, partnership, association, or 
corporation whose license has been revoked or is under suspension. 
Employment of [such individual by a licensee in any responsible 
position after one year following the revocation of any such license 
shall be conditioned] an individual whose license has been revoked or 
is under suspension for failure to pay a reparation award or who was 
responsibly connected with any firm, partnership, association, or corpora- 
tion whose license has been revoked or is under suspension for failure to 
pay a reparation award after one year following the revocation or sus- 
pension of any such license may be permitted by the Secretary upon the 
filing by the employing licensee of a bond, [in such reasonable sum 
as may be fixed] of such nature and amount as may be determined by 
the Secretary, or other assurance satisfactory to the Secretary that its 
business will be conducted in accordance with the provisions of this 


Act; 


* * * * * * 


Sec. 13. (a) [In the investigation of complaints under this Act, 
the] The Secretary or his duly authorized agents shall have the right 
to inspect such accounts, records, and memoranda of any commission 
merchant, dealer, or broker as may be material [for the determina- 
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tion of any such complaint. If] (1) in the investigation of complaints 
under this act, or (2) to the determination of ownership, control, packer, 
or State, country, or region of origin in connection with commodity in- 
spections, or (3) to ascertain whether section 9 of this act is being complied 
with, and if any such commission merchant, dealer, or broker refuses 
to permit such inspection, the Secretary may publish the facts and 
circumstances and/or, by order, suspend the license of the offender 
until permission to make such inspection is given. The Secretary or 
his duly authorized agents shall have the right to inspect any lot of any 
perishable agricultural commodity covered by this Act, and if any com- 
mission merchant, dealer, or broker having ownership of or control over 
such lot fails or refuses to authorize or allow such inspection, the Secretary 
may, after thirty days’ notice and an opportunity for a hearing, publish 
the facts and circumstances and/or, by order, suspend the license of the 
offender for a period not to exceed ninety days. 
+ * * a * « * 
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Calendar No. 2545 


84TH CONGRESS } SENATE | REPORT 
No. 2508 


2d Session 


LAND EXCHANGE, CHATTAHOOCHEE NATIONAL FOREST 


Jury 11, 1956.—O0Ordered to be printed 


Mr. ELLENDER, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany H. R. 9339] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 9339) to authorize the exchange of certain lands of the 
United States situated in Union County, Ga., for lands within the 
Chattahoochee National Forest, Ga., and for other purposes, having 
considered the same, report thereon with a recommendation that it do 
pass without amendment. 

This bill authorizes the exchange of 2.1 acres of improved national- 
forest land for unimproved private lands of at least equal value. The 
report of the House Committee on Agriculture fully explaining the bill 
is attached. 

{H. Rept. 2465, 84th Cong. 2d sess.] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 9339) to authorize the exchange of certain lands of the United 
States situated in Union County, Ga., for lands within the Chatta- 
hoochee National Forest, Ga., and for other purposes, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

This bill would authorize the exchange of 2.1 acres of improved land 
within the boundaries of the Chattahoochee National Forest, Ga., 
for unimproved mountain land of equal value also within the bound- 
aries of that forest. The land now in possession of the Government 
was acquired by donation in 1936 to be the site of a district ranger 
station and was used for that purpose for several years thereafter. 
The land is no longer being used for any administrative purpose by 
the Forest Service and is of little value as forest land. The mountain 
lands which would be received in exchange for this small improved 
tract will be of more value for national forest purposes. 
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DEPARTMENT APPROVAL 


The following letter from the Department of Agriculture recom- 
mends that the bill be enacted and explains in some detail the reasons 
therefor. 


DEPARTMENT OF ÅGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 9, 1956. 
Hon. Harotp D. Coo ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConGressMAN Cooter: This is in * to your request 
of February 21 for a report on H. R. 9339, a bill to authorize the 
exchange of certain lands of the United States situated in Union 
County, Ga., for lands within the Chattahoochee National Forest, 
Ga., and for other purposes 

We recommend that this bill be enacted. 

H. R. 9339 would authorize the Secretary of Agriculture, with the 
approval of the National Forest Reservation Commission, to exchange 
a described parcel of national-forest land situated in the Chattahoochee 
National Forest, Ga., for other lands of at least equal value within 
the exterior boundaries of the same national forest. Lands conveyed 
by either party could be subject to reservations, exceptions, and 
conditions approved by the Secretary of Agriculture. Lands acquired 
by the United States under the provisions of the bill would be subject 
to all laws, rules, and regulations applicable to national-forest lands 
acquired under the Weeks law of March 1, 1911. 

The tract of land described in this bill was donated to the United 
States as a site for a ranger station. It now has on it a four-room 
building constructed as an office for the forest ranger but suitable for 
conversion to a dwelling, an old shop building, truck storage shed, 
tool storage shed, and “oil and grease storage shed. These latter 
buildings are of board construction, unsealed interiors, and cement 
floors. The property also includes a water system, gasoline pump 
shed, and underground gasoline storage tanks. These improveme nts 
are practically all 20 years old and are in only fair condition. This 
property no longer is used as headquarters for the district ranger as 
the personnel formerly stationed at this site have been moved to other 
locations. The property is no longer needed by the Department and 
might be of more use in private ownership. The tract is not presently 
subject to any of the exchange laws applicable to the national forests 
or other laws governing the disposal of real property. Legislation, 
therefore, is necessary to authorize exchange of it or other disposal. 

Under the circumstances, exchange of the property for mountain 
lands of at least equal value needed to consolidate the national forest, 
and particularly to block in game management, recreation, or other 
special areas would promote effective administration of the national 
forest. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Trur D. Morse, Acting Secretary. 


O 
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84TH CONGRESS } SENATE f REPORT 
No. 2509 


2d Session 


ELIMINATION OF DELAY IN WATERSHED PROJECTS 


Juty 11, 1956.—Ordered to be printed 


Mr. E.ienper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany H. R. 11873] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 11873) to amend the Watershed Protection and Flood 
Prevention Act so as to eliminate delay in the start of projects, having 
considered the same, report thereon with a recommendation that it 
do pass without amendment. 

This bill shortens the period before projects can be started as re- 
quired under the provisions of section 5 of the Watershed Protection 
and Flood Prevention Act, from 45 days to 15 days, as explained fully 
in the attached House report. 


{H. Rept. No. 2470, 84th Cong., 2d sess.] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 11873) to amend the Watershed Protection and Flood Preven- 
tion Act so as to eliminate delay in the start of projects, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

Section 5 of the Watershed Protection and Flood Prevention Act 
requires that after projects have been worked out with local groups, 
approved by the Secretary of Agriculture, and reviewed and approved 
by the Bureau of the Budget, “they shall be submitted to Congress 
through the President and that no work on such projects may start 
for at least 45 days after the date of submission, counting only those 
days occurring during any regular or special session of Congress. 

The intended purpose of this interval was to give the Houses of 
Congress and individual Members thereof an opportunity to review 
the projects before work on them was undertaken in order that proper 
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action might be inaugurated in the event Congress disapproved of 
any specific projects. 

The act went into effect on August 4, 1954, and the first projects 
thereunder were submitted to Congress on April 20 of this year. 
Since that time, additional projects have been set up by the Bureau 
of the Budget, including a group of eight such projects on June 8, 1956. 

Experience with the handling of the projects thus far submitted 
indicates quite clearly that the interval of 45 days provided in the 
act for congressional review is unnecessarily long. Not only does 
this requirement normally hold up the start of projects longer than 
necessary, but because of the provision that only days during a ses- 
sion of Congress are to be counted, may delay the start of such a 
project unnecessarily from one session of Congress to another. 

This bill will shorten the review period from 45 days to 15 days 
and thus eliminate a substantial delay, while still maintaining the 
principle of and opportunity for congressional review of each indi- 
vidual project. 

DEPARTMENTAL APPROVAL 


The following letter from the Department of Agriculture indicates 
no objection on the part of that Department or the Bureau of the 
Budget to the bill. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 22, 1956. 
Hon. Harotp D. Coo ey, 
Chairman, Committee on Agriculture, 
United States House of Representatives. 

Dear ConaressMAN Cooter: This is in reply to your request for a 
report by this Department on H. R. 11873 a bill to amend the Water- 
shed Protection and Flood Prevention Act so as to eliminate delay in 
the start of projects. 

The Department has no objection to enactment of the bill. How- 
ever, the period for congressional consideration of work plans trans- 
mitted to it is, in our view, a matter for the Congress to decide. 

The bill would shorten from 45 to 15 days the period which must 
elapse after work plans are received by the Congress before installa- 
tions of works of improvement on the projects can be commenced 
with Federal assistance. 

This would make it possible to start work on projects 30 days 
sooner than under present provisions. It would help assure the 
initiation of work this summer on several projects for which work 
plans are now before the Congress and on which work cannot be 
started until next year if the Congress adjourns less than 45 days 
after they were received by the Congress. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Trur D. Morse, Acting Secretary: 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
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is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


WATERSHED PROTECTION AND FLOOD PREVENTION ACT 


(68 Stat. 666) 
g J * * - * J 


Sec. 5. At such time as the Secretary and the interested local organ- 
ization have agreed on a plan for works of improvement, and the 
Secretary has determined that the benefits exceed the costs, and the 
local organization has met the requirements for participation in 
carrying out the works of improvement as set forth in section 4, the 
Secretary is authorized to assist such local organizations in developing 
specifications, in preparing contracts for construction, and to partici- 
pate in the installation of such works of improvement in accordance 
with the plan: Provided, That, except as to the installation of works 
of improvement on Federal lands, the Secretary shall not construct or 
enter into any contract for the construction of any structure unless 
there is no local organization authorized by State law to undertake 
such construction or to enter into such contract, and in no event after 
July 1, 1956: Provided, That in participating in the installation of 
such works of improvement the Secretary, as far as practicable and 
consistent with his responsibilities for administe ring the overall 
national agricultural program, shall utilize the authority conferred 
upon him by the provisions of this Act: Prov ided further, That, at least 
[forty-five] fifteen days (counting only days occurring during any 
regular or special sessions of the Congress) before such installation in- 

volvi ing Federal assistance is commenced, tlie Secretary shall transmit 
a copy of the plan and the justification therefor to the Congress through 
the President: Provided further, That any such plan (a) which includes 
reclamation or irrigation works or which affects public or other lands 
under the jurisdiction of the Secretary of the Interior, or (b) which 
includes Federal assistance for floodwater detention structures, shall 
be submitted to the Secretary of the Interior or the Secretary of the 
Army, respectively, for his views and recommendations at least sixty 
days prior to transmission of the plan to the Congress through the 
President. ‘The views and recommendations of the Se cretary of the 
Interior, and the Secretary of the Army, if received by the Secretary of 
Agriculture prior to the expiration of the above sixty-day period, shall 
accompany the plan transmitted by the Secretary of Agriculture to the 
Congress through the President: Provided further, That, prior to 
any Federal participation in the works of improvement under this 
Act, the President shall issue such rules and regulations as he deems 
necessary or desirable to carry out the purposes of this Act, and to 
assure the coordination of the work authorized under this Act, and 
related work of other agencies including the Department of the 
Interior and the Department of the Army. 


O 
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Calendar No. 2547 


84TH CONGRESS SENATE { REPORT 
2d Session No. 2510 


FOREST PRODUCT PRICE REPORTING AND RESEARCH 
JuLy 11, 1956.—Ordered to be printed 


Mr. Humpurey, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 4059} 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 4059) providing for price reporting and research with 
respect te forest products, having considered the same, report thereon 
with a recommendation that it do pass without amendment. 

This bill directs the Secretary of Agriculture to— 

(1) Establish a price-reporting service for basic forest products, 
such as standing timber, saw logs, and pulpwood; and 

(2) Conduct and stimulate research into the marketing of 
forest products. 

In addition, the Secretary is authorized to cooperate with State 
foresters or other officials or agencies, including private agencies, in 
the gathering and disseminating of price information. 

The provisions of this bill are identical to provisions passed by the 

Senate as part of H. R. 12 and H. R. 10875. A provision for a study 
of price trends, which was included with these provisions in H. R. 12 
and H. R. 10875 has been omitted from S. 4059, since such a study 
was provided for by section 402 of H. R. 10875 as it became law. 

A timber crop is one which a farmer may sell only very occasionally. 
It is likely to be a valuable one, but the farmer may have little experi- 
ence with it and no means of obtaining accurate information on prices 
elsewhere or on market and supply conditions that affect prices. This 
bill is intended to help farmers obtain this information and assist 
them in marketing this valuable crop. 


O 


90004°—57 S. Rept., 84-2, vol. 4—88 





Sarewerrsr Ae morerorey oe eee Aras 





Calendar No. 2548 


84rH CONGRESS SENATE REPORT 
2d Session No. 2511 


TERM PERMITS TO USE FOREST LANDS 


Jury 11, 1956.—0Ordered to be printed 


Mr. ELLENDER, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 2216] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 2216) to amend the act of March 4, 1915 (38 Stat. 1086, 
1101; 16 U. S. C. 497), having considered the same, report thereon 
with a recommendation that it do pass with an amendment. 

This bill would (1) increase to 80 acres (from 5 acres) the maximum 
area of national forest lands for which term permits may be granted for 
hotels, resorts, and other facilities for recreation or public convenience 
under the act of March 4, 1915 (16 U. S. C. 497), and (2) authorize 
similar term permits for facilities for public safety, facilities for 
industrial or commercial uses related to or consistent with other 
national forest uses, and facilities to be used by public or nonprofit 
agencies for education or public use. The authority under the act for 
term permits not exceeding 5 acres for summer homes and stores 
would remain substantially unchanged. 

The Department of Agriculture now has adequate authority to issue 
revocable permits for all purposes under the act of June 4, 1897 
(16 U. S. È 551). Its authority to issue term permits, and the extent 
po mea such authority would be broadened by S. 2216, are shown 

elow: 
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TERM PERMITS TO USE 


Existing limitation on authority 


Purpose of permit to issue term permits 


1. Hotels, resorts, and other facilities for | 5 acres to any 1 person or associa- | 80 


FOREST LANDS 











Limitation under 
S. 2216 


acres for 30 years. 


recreation or public convenience tion for 30 years.! 
(extended by S. 2216 to public 
safety). 
2. Summer homes and etores | 5 acres to any 1 person or associa- | 5 acres for 30 years. 


tion for 30 years. 

3. Facilities for industrial or commercial | No term permit authority.?.......| 80 

purposes (other than hotels, resorts, 

or stores) related to or consistent 
with other uses of the forest. 

4. Use by public agencies for public | Any area for 30 years for a fair | 80 





acres for 30 years. 


acres for 30 years without 


facilities (S. 2216 also covers non- | consider ation (under Public consideration (in addi- 
profit agencies and nonpublic | aw 771, 83d Cong., 68 Stat. | tion to authority under 
education).’ | rA existing law). 

5. Any use of Government administered | 30 year permits (un ler sec. 7 of | No change from existing 
structures and improvements and | the Granger-Thye Act, 16| law 
land connected therewith. | U. 8S. C. 580d). 

6. Any of the following uses in Alaska: | 80 acres s for 30 years epee the act | Do. 
residence, recreation, public con- | of Mar. 30, 1948, 48 U. . 341) 


venience, education, industry, agri- 
culture, and commerce, 


i 


t Unlimited authority for sanatariums and hotels near mineral springs (16 U. 
affected. 


8. O. 495) would not be 


2 Specific authority for 10 year grazing permits (16 U. S. C. 580), 50 year grants of easements for rights-of- 
way for electric transmission and communication lines (16 U, 8. C. 523), and grants for other types of rights- 


of-way (43 U. 8. C. 934, 525, 946, and 951; 16 U. 8. C. 524) would not be affected. 


The act of June 4, 1897 (16 U. S. C. 479), which permits the settlers in or near national forests to oce upy 
up to 2 acres for each schoolhouse and 1 acre for each church for school and church purposes, would not be 
affected. 


Enactment of this bill will tend to increase rathe 


r than decrease 


State tax rolls and receipts since the interest of the permittee would 
be subject to State taxing authority. In addition 25 percent of the 


fees charged for permits are paid to the States, as | 
16, United States Code, section 500. 


provided in title 


The committee amendment would prohibit use of the authority 
provided by the act in such manner as to preclude the general public 
from full enjoyment of the natural, scenic, recreational, and other 


aspects of the national forests. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF ÅGRICULTUR E, 


Washington, D. C., A 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 
DEAR SENATOR ELLENDER: Reference is made to 
June 15 for a report on S. 2216, a bill to amend the 


ugust 6, 1958. 


your request of 
act of March 4, 


1915 (38 Stat. 1086, 1101; 16 U.S. C. 497). The purpose of this bill 
is to facilitate and simplify some of this Department’s problems 
relating to the issuance of permits for use of national-forest lands. 


We recommend enactment of S. 2216. 
S. 2216 is identical to H. R. 2762 as passed by the I 


[ouse in the 83d 


Congress. It would authorize the Secretary of Agriculture, under 
such regulations as he may make and upon such terms and conditions 
as he may deem proper, to = the use and occupancy of not to 


exceed 80 acres of national- 
years, for the following purposes: (1) Constructing 


orest land for periods not exceeding 30 


or maintaining 


otels, resorts, and any other struc tures or facilities necessary or 


desirable for recreation, public convenience, or safety; (2) construct- 
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ing or maintaining buildings, structures, and facilities for industrial 
or commercial purposes whenever such use is related to or consistent 
with other uses on the national forests; (3) construction or mainte- 
nance, by any State, political subdivision thereof, or any public or 
nonprofit agency, of buildings, structures, or facilities necessary or 
desirable for education or for any public use or in connection with 
any public activity. This bill would also authorize the Secretary to 
permit the use and occupancy of not to exceed 5 acres of national- 
forest land, for periods not exceeding 30 years, for the construction 
or maintenance of summer homes and stores. 

Under existing laws this Department has adequate authority to 
issue revocable permits for uses for which long-term tenure is unneces- 
sary or undesirable. Also, the authority to issue leases and term 
permits is adequate for communication and television purposes, for 
the use of Government-owned structures, for permits and leases to 
States, political subdivisions thereof and public agencies for public 
purposes, and for all types of uses in Alaska. 

The act of March 4, 1915, however, is inadequate to meet other 

needs for term permits on the national forests because it limits use and 
occupancy to summer homes, hotels, stores, or other structures needed 
for recreation or public convenience, and the permit area to a maximum 
of 5 acres. It is frequently found that term permits would be desir- 
able for uses not specified in the act of March 4, 1915, and permittees 
often need more than 5 acres for their authorized operations. 
S. 2216 would meet needs to grant term permits up to 80 acres for 
such public and semipublic uses as landing fields, resorts, camp- 
grounds, picnic areas, organization camps and ski lifts, and to indus- 
trial and commercial enterprises such as sawmills, mining camps, 
wharves, and warehouses, which would contribute to the general wel- 
fare and which could be located so as not to interfere with the proper 
utilization of national-forest resources. In numerous instances indi- 
viduals cannot finance prospective commercial ventures on national 
forest lands because banks and commercial credit companies are un- 
willing to make loans to applicants who cannot obtain term permits 
or leases. 

The act of September 3, 1954 (68 Stat. 1146) provides somewhat 
similar, but in some respects more restrictive, authority to issue term 
permits to States, counties, and other public agencies for public 
buildings and other public works. That act and S. 2216 are the same 
as to length of permit but differ as to acreage allowances, the kind of 
lessees which would be eligible, requirements for consideration and 
land to which the authority would apply. 

The passage of this bill would not require additional appropriations. 
Receipts from national forests would be somewhat increased since 
leases could be issued for developments which are not undertaken now 
because of the insecurity of a revocable permit. 

The Bureau of the Budget advises that, from the standpoint of the 
program of the President, there is no objection to the submission of 
this report. 

Sincerely yours, 
True D. Morse, 
Acting Secretary. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Acr or Marcu 4, 1915 
* * x + * * à 


[The Secretary of Agriculture may, upon such terms as he may 
deem proper, for periods not exceeding thirty years, permit responsible 
persons or associations to use and occupy suitable spaces or portions 
of ground in the national forest for the construction of summer homes, 
hotels, stores, or other structures needed for recreation or public 
convenience, not exceeding five acres to any one person or association, 
but this shall not be construed to interfere with the right to enter 
homesteads upon agricultural lands in national forests as provided by 
law.] The Secretary of Agriculture is authorized, under such regula- 
tions as he may make and upon such terms and conditions as he may 
deem proper, (a) to permit the use and occupancy of suitable areas of 
land within the national forests, not exceeding eighty acres and for periods 
not ezceeding thirty years, for the purpose of constructing or maintaining 
hotels, resorts, and any other structures or facilities necessary or desirable 
for recreation, public convenience, or safety; (b) to permit the use and 
occupancy of suitable areas of land within the calomel foneed ts, not exceed- 
ing five acres and for periods not exceeding thirty years, for the purpose 
of constructing or maintaining summer homes and stores; (c) to permit 
the use and occupancy of suitable areas of land within the national 
forest, not exceeding eighty acres and for periods not exceeding thirty 
years, for the purpose of constructing or maintaining huildings, structures, 
and facilities for industrial or commercial purposes whenever such use 
is related to or consistent with other uses on the national forests; (d) to 
permit any State or political subdivision thereof, or any public or non- 
profit agency, to use and occupy suitable areas of land within the national 
forestis not exceeding eighty acres and for periods not exceeding thirty 
years, for the purpose of constructing or maintaining any buildings, 
structures, or facilities necessary or desirable for education or for any 
public use or in connection with any public activity. The authority 
provided by this paragraph shall be exercised in such manner as not to 
preclude the general public from full enjoyment of the natural, scenic, 
recreational, and other aspects of the national forests. 


O 
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84TH CONGRESS l SENATE REPORT 
2d Session Í No. 2512 


CONVEYANCE OF CERTAIN REAL PROPERTY OF THE 
UNITED STATES TO THE CITY OF BOISE, IDAHO 


Jury 11, 1956.—Ordered to be printed 


Mr. ELLENDER, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 3133] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 3133) to provide for the conveyance of certain real property 
of the United States to the city of Boise, Idaho, having considered the 
same, report thereon with a recommendation that it do pass with 
amendments. 

As introduced, this bill provided for the conveyance to the city of 
Boise, without compensation, of land having a vajue of from $125,000 
to $150,000 together with the improvements thereon, which are esti- 
mated to have a replacement cost of between $80,000 and $100,000. 
The property is currently used by the Forest Service and is needed for 
that purpose. Your committee recommends that the bill be amended 
to permit the purchase of this property by the city of Boise in a manner 
that will fully protect the interest of the United States. The amend- 
ments would authorize the Secretary to sell the property to the city 
at market value and use the funds to purchase and construct suitable 
substitute facilities. The amendments would also authorize the 
Secretary to include in the conveyance a reservation to the United 
States of the right to occupy the premises for 2 years and would strike 
out section 2 of the bill, which provides for the reservation of a rever- 
sionary interest in case the property ceases to be used for public 
purposes. The 2-year reservation would give the Department time 
to acquire new facilities and the permanent reservation would be 
inappropriate in the case of a sale for full value. The bill and the 
committee amendments are more fully explained in the attached 
report from the Department of Agriculture. 

The following letter from the Department of Agriculture recom- 
mends approval of the bill if amended as suggested. 
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CONVEY CERTAIN REAL PROPERTY TO BOISE, IDAHO 


DEPARTMENT OF AGRICULTURE, 
Washington, May 9, 1956. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry. 


DEAR —* ATOR ELLENDER: This is in response to aa letter of 
February 6, requesting a report by this Department on S. 3133, a bill 
to Saas for the conveyance of certain real property of the United 
States to the city of Boise, Idaho. 

It is our recommendation that S. 3133 as written not be enacted. 
If the bill is amended as hereinafter set forth, then we would have no 
objection to it. 

This bill would direct the Secretary of Agriculture to convey to the 
city of Boise all right, title, and interest of the United States in and to 
lot 35 of the Boise City original townsite, sec. 10, T. 3 N., R. 2 E., 
Boise meridian. Such conveyance would be without compensation to 
the United States but subject to the provision that the land would be 
used only for public purposes for a period of 25 years after date of 
conveyance to the city. 

The described property is a city block deeded to the United States 
in 1869. A few years later an assay office was constructed on the prop- 
erty. This building has been remodeled and is stil] in use. It is 
supplemented by a smaller structure. These furnish a total of 5,400 
square feet of space, with ample street parking facilities. In 1934 cus- 
tody and control of the property was transferred to the Department 
of Agriculture for use by the Forest Service and is presently occupied 
and used by the forest supervisor of the Boise National Forest and 
his staff and other Forest Service personnel. It furnishes workspace 
and facilities for 34 emplovees. 

Costs to the United States of the space provided by this property 
amounts to about 90 cents per square foot per annum. This com- 
pares with commercial rates of from $2.40 to $3 per square foot per 
vear should equivalent space have to be rented in the city of Boise. 
It is estimated that the market value of the land involved is between 

$125,000 and $150,000. The structures have not been appraised but 
they have material market value also. It would probably cost 
$80,000 to $100,000 to replace them at this time with structures offer- 
ing equivalent space and accommodations. In addition, the property 
would be a suitable site for a Federal office building should one become 
necessary in Boise, 

We therefore cannot recommend disposal of this property to the 
city until there is assurance that equal facilities will be available with- 
out additional cost to the United States. We also would not recom- 
mend conveyance of this valuable property to the city of Boise with- 
out fair compensation to the United States. 

If the bill were amended to (a) authorize the Secretary of Agriculture 
to sell the property to the city at appraised market value, (b) provide 
that funds received therefor will be available to this Department for 
the procurement of equally desirable workspace and facilities, and 
(c) authorize occupancy of the premises for a reasonable period, not to 
exceed 2 years, while the new facilities are being —— we would 
have no objection to its enactment. The foregoing could be accom- 
plished by amending the bill as follows: 

Page 1, line 3, strike the word “shall” and substitute therefor the 
words “is authorized to sell and”. 
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Page 1, line 4, insert after the word “Idaho,” the words ‘‘at market 
value as determined by him,’’. 

Page 1, line 8, strike the period and add “‘: Provided, That the funds 
received for said property shall be available to the Seeretary of Agri- 
culture for the purpose of providing in the city of Boise through pur- 
chase and/or construction office space and appurtenant facilities for 
use by the Forest Service in lieu of such facilities now afforded by the 
property herein authorized to be conveyed: Provided further, That as 
a condition of such conveyance the Secretary may in his discretica 
reserve to the United States for a period of two years from the date 
of the deed by the United States the right to use and occupy the 
premises herein authorized to be conveyed”. 

If the bill is amended as suggested above, elimination of section 2 
may be appropriate. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 


True D. Morse, Acting Secretary. 


O 
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84rHu CONGRESS SENATE REPORT 
2d Session No. 2513 


LAND CONVEYANCE, PHELPS COUNTY, MO. 


Juty 11, 1956.—Ordered to be printed 


Mr. ELLENDER, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany H. R. 7723] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 7723) to authorize the Secretary of Agriculture to 
convey certain lands in Phelps County, Mo., to the Chamber of Com- 
merce of Rolla, Mo., having considered the same, report thereon with 
a recommendation that it do pass with an amendment. 

This bill would direct the Secretary of Agriculture to convey a 
5-acre tract without compensation to the Chamber of Commerce of 
Rolla, Mo. The land was donated to the Government by the cham- 
ber of commerce in 1939 as part of a larger tract and is no longer 
needed. It has been informally valued at not more than $5,000 by 
a real-estate agent in Rolla. 

The chamber intends to use the property in part for a National 
Guard armory site and in part for an addition to a city park. Your 
committee recommends that the conveyance be made, but that it be 
subject to a reversion to the United States if the property ceases to 
be used for public purposes. The committee amendment provdes 
for such reversion. 

The report of the Committee on Agriculture of the House of 
Representatives is attached. 

{[H. Rept. 1760, 84th Cong., 2d sess.] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 7723) to authorize the Secretary of Agriculture to convey 
certain lands in Phelps County, Mo., to the Chamber of Commerce 
of Rolla, Mo., having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

This bill would authorize and direct the Secretary of Agriculture 
to convey, without charge, to the Chamber of Commerce of Rolla, 
Mo., about 5 acres of land situated in the town of Rolla. The land 
is part of a 10-acre tract which was donated to the United States 
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some years ago by the chamber of commerce. The Government has 
no present or foreseeable future need for the land and is informed 
that, if returned to the donors, it will be used for other public purposes. 

The following letter from the Acting Secretary of Agriculture 
recommends enactment of H. R. 7723 and explains in some detail the 
need for the legislation. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., December 15, 1955. 


Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConeressMAN Cootry: This is in response to your request of 
August 4 for a report on H. R. 7723, a bill to authorize the Secre tary 
of Agric ulture to convey certain lands in Phelps County, Mo., to the 
Chamber of Commerce of Rolla, Mo. 

We recommend that H. R. 7723 be enacted. 

This bill would authorize and direct the Secretary of Agriculture to 
convey to the Chamber of Commerce of Rolla, Mo., without charge, a 
described parcel of lands situated in the town of Rolla, Phelps County, 
Mo. The parcel described in H. R. 7723 is the south half of a 10-acre 
tract donated to the United States by the said chamber of commerce 
in 1939 as a site for a repair shop and for other facilities in connection 
with the Civilian Conservation Corps program on national forest 
lands, 

Subsequent to the donation, permanent structures were erected on 
the north half of the tract and a CCC camp on the south portion. 
These facilities were used by the Army during the war and the struc- 
tures on the north half of the tract are currently used by the Depart- 
ment in connection with the administration of the Missouri national 
forests. The structures on the south half have been removed, and 
this area is not now being used by this Department. We do not fore- 
see a future need for it. We understand that the chamber of com- 
merce intends, if the tract is reconveyed to it, to make a portion of it 
available for a National Guard armory site and a portion for an addi- 
tion to a city park. 

Since the described tract was donated without cost to the United 
States, and is no longer necessary to operations of this Department 
in the area, and as it apparently will be made available for desirable 
civic uses if conveyed to the chamber of commerce, we believe that 
the authorization in H. R. 7723 is desirable. There is no existing 
authority under which these lands can be conveyed to the chamber 
of commerce without charge. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report, 

Sincerely yours, 
Trus D. Morse, 
Acting Secretary. 
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84TH CONGRESS } SENATE f REPORT 
No. 2514 


2d Session 


PROVIDING FOR THE ESTABLISHMENT OF THE PEA 
RIDGE NATIONAL MILITARY PARK, IN THE STATE OF 
ARKANSAS 


Jury 11, 1956.—O0Ordered to be printed 


Mr. BIBLE, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


[To accompany H. R. 11611) 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 11611) to provide for the establishment of the 
Pea Ridge National Military Park, in the State of Arkansas, having 
considered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

Set forth below is the report of the Committee on Interior and 
Insular Affairs of the House of Representatives in which this com- 
mittee concurs. Set forth also is the report received by the commit- 
tee from the Department of the Interior concerning S. 3047, a bill 
introduced by Senator Fulbright, which would accomplish the estab- 
lishment of the Pea Ridge National Military Park. 


[H. Rept. 2346, 84th Cong., 2d sess.] 
PURPOSE OF H. R. 11611 


If enacted, H. R. 11611 would provide for the establishment of the 
Pea Ridge National Military Park, in the State of Arkansas, after 
all lands to be included within said park have been donated and trans- 
ferred free and clear of all encumbrances to the United States without 
expense to the Federal Government. 


THE IMPORTANCE OF THE BATTLE OF PEA RIDGE 


The Battle of Pea Ridge, Ark., March 7 and 8, 1862, also known 
as the Battle of Elkhorn Tavern, has been referred to as the Gettys- 
burg of the West. The Union victory in this battle thwarted a 
Confederate attempt to take Missouri and ended major hostilities for 
several years in the area west of the Mississippi. 
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The importance and historical significance of the Battle of Pea 
Ridge may best be realized when one considers that had the Confeder- 
ates gained a decisive victory at Pea Ridge, they probably would have 
taken Missouri. Much of the State was prosouthern in sentiment; 
she was the eighth largest State and was strategically located with 
respect to Kansas, Nebraska, Illinois, and Arkansas; she could control 
the Mississippi River; and she bordered Kentucky and Tennessee. 
Some historians believe that had Missouri gone with the Confederacy 
the whole story of the Civil War might have been different. 

The committee notes thatthe Battle/of Pea Ridge has been of par- 
ticular significance and interest to the people of Arkansas, Missouri, 
Oklahoma, western Kentucky, and western Tennessee. 

The significance of the Battle of Pea Ridge is well presented in a 
report prepared by the Legislative Reference Service (J. S. Sweet, 
History and General Research Division, May 28, 1956), Library of 
Congress. The report was prepared at the request of this committee 
and is set forth following: 














THE BATTLE OF 





PEA RIDGE 


The Battle of Pea Ridge (or Elkhorn Tavern), Ark., 
March 7 and 8, 1862, like many of the other Civil War 
operations in the trans-Mississippi region, is often given little 
attention because the main theater of activity, as the Civil 
War developed, was to the east. The Union victory at Pea 
Ridge, in the northwestern tip of Arkansas, however, ended 
major hostilities for several years in the area west of the 
Mississippi. 

The principal importance of Pea Ridge is that the Union 
victory there thwarted a Confederate attempt to take 
Missouri. A critical question for the Union at the outset of 
the war was whether or not the so-called border States 
(the slave States of Delaware, Maryland, Kentucky, and 
Missouri—and the area of western Virginia which sub- 
sequently became West Virginia) would join the Confederacy. 
Local public opinion played its role in bringing all of these 
States into the conflict on the Union side, but military 
factors were also important. 

Particularly important was Missouri. Much of the State 
was prosouthi ern in sentiment, but there was a large German 
population in St. Louis which was strongly pronorthern. 
“Had Missouri gone with the Confederacy,” states Henry S. 
Commager, “the whole story of the war might have been 
different. She was the eighth largest State; she controlled 
the Mississippi; she bordered Illinois and Kentucky; she 
commanded he road to Kansas and Nebraska” (New York 
Herald Tribune Book Review, Aug. 21, 1955, p. 6). 

During the year 1861, rival Union and Confederate forces 
had been organized in Missouri. In June 1861, the Union 
general, Nathaniel Lyon, pursued the Confederates into 
southwestern Missouri. In August, he decided to attack 
the Confederates at Wilsons Creek, 10 miles southwest of 
Springfield, Mo. The Union troops were defeated and 
retreated toward Rolla. The Battle of Pea Ridge, just across 
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the Arkansas border, in the following year, was decisive in 
breaking up a Confederate troop concentration there and 
bringing Missouri ‘under definite (if precarious) Union 
control. 

Meantime, Grant had taken Forts Henry and Donelson, 
on the Tennessee and Cumberland Rivers (February 1862) 
in Tennessee. Following Pea Ridge (March) came the battle 
of Shiloh (April), in southwestern Tennessee, and Grant’s 
subsequent attempts to take Vicksburg (1862-63). Most of 
the available troops, both Union and Confederate, were soon 
engaged in this struggle. One reason for the decisive 
character of Pea Ridge was the fact that troops on both 
sides were withdrawn from the area for the campaigns to 
the east. 

The Battle of Pea Ridge came about because Union troops 
under Gen. Samuel R. Curtis, commander of the Union 
Army of the Southwest, had pursued the Confederate forces 
into southwestern Missouri and across the border nto north- 
western Arkansas following the battle of Wilson’s Creek 
(Springfield, Mo., August 1861) and defeat of a Union force 
at Lexington, Mo. (September 1861). The Union forces 
had penetrated as far as Fayetteville, Ark., when the Union 
commander became aware that the Confederates were pre- 
paring to oppose him and consolidated his position at Pea 
Ridge, several miles south of the Missouri line in Benton 
County, Ark. 

General Curtis was outnumbered, but the superior general- 
ship and the fine superiority of the Union troops, plus the 
unreliability of some of the Indian troops on the Confederate 
side (many of whom proved unmanageable), and the fact 
that Gens. Benjamin McCulloch and James McIntosh, two of 
the top-ranking Confederate officers, were killed turned the 
battle into a Union victory. Curtis had retired to prepared 
fortifications near Pea Ridge, but during the night of March 
6-7, 1862, Van Dorn, the Confederate commander, managed 
to work his forces around to the rear of Curtis’ positions. 
Curtis, however, learned of this strategem in time to prepare 
for Van Dorn’s attack about 10:30 a.m. on March 7. The 
first day’s fighting, although indecisive, went heavily against 
the Union troops, which were forced in several places out of 
their positions. Concentrating his troops in a more compact 
manner, next day Curtis’ forces, particularly those under 
Siegel, who had helped organize the St. Louis Germans on 
the Union side, did an excellent job of knocking out most of 
the Confederate batteries on Pea Ridge, which lay above 
them to the north. One element in the Union victory was 
apparently the superior range of the Union rifles. Seeing 
that the Confederate forces were apparently in confusion, 

Curtis ordered a charge and dispersed them. The Con- 
federate leaders were unable to regroup their men, who scat- 
tered into the woods. 

The number of troops engaged at Pea Ridge was probably 
closer to 30,000, according to Monaghan, the most recent 
writer on the subject (p. 249), than to 60,000. Probably 
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both the Union and Confederate commanders had more 
troops at their disposal, but they were not all on the scene 
at the time of the battle. The number of Indians on the 
Confederate side under Gen. Albert Pike has been estimated 
at between 1,000 and 5,000. Some of the troops on the 
Union side were probably recent German immigrants, but 
no reference has ee found to hired Hessians. It is pos- 
sible that some Germans may have come to the United 
States in hopes of gaining monetary bounties paid for enlist- 
ments, and perhaps land grants after the war. (The Home- 
stead Act, opening up much western land for free settlement, 
was signed in May 1862, but it had previously been passed 
and vetoed by President Buchanan.) 

The Union victory at Pea Ridge might be regarded in 
one sense as being a “Gettysburg” of the West—for, like 
Gettysburg, it marked the failure of a southern attempt to 
invade Union territory. A comparison of the estimated 
number of troops at Gettysburg and Pea Ridge shows: 

Pea Ridge: 
Troops: 
10,500 Union. 
16,000? Confederate. 
Casualties: ! 
1,500 Union. 
1,500 Confederate, 
Gettysburg: 
Troops: 
82,000 Union. 
75,000 Confederate. 
Casualties: ! 
23,000 Union. 
30,000 Confederates, 


The troops involved, of course, were far less at Pea Ridge, 
and the stakes were different. Had Lee won at Gettysburg, 
he would probably have taken Philadelphia and come up on 
Washington from the rear. Had the Confederates won at 
Pea Ridge, they would probably have taken Missouri. Pea 
Ridge, while decisive in its area, was not on the grand scale 
of Gettysburg. 

Estimates as to the number of troops at Pea Ridge vary, 
but according to Jay Monaghan (Civil War on the Western 
Border, 1854-65, Boston, Little, Brown & Co., 1955, p. 336), 
there were 26,700 there, as compared to Westport, 29,000 
men (October 1864); Prairie Grove, 24,000 (December 
1862); Lexington, 21,000 men (September 1861); and 
Wilson’s Creek, 15,575 men (August 1861). These were all 
battles in the area west of the Mississippi. Westport, at 
which the third attempt of the Confederates to invade 
Missouri was defeated, has itself been called the Gettysburg 
of the West (Dictionary of American History, vol. 5, p. 
449). “In every one of these engagements,” says Monaghan, 
“except Pea Ridge, the army with the greatest number won 
the victory—a commentary on Curtis’ generalship when 
at his best.” The Confederates were badly outnumbered at 
Westport, on the outskirts of Kansas City, Mo. 


! Killed, wounded, and missing. 
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Van Dorn, the Confederate commander at Pea Ridge, 
Monaghan states elsewhere (p. 249), ‘entered the conflict 
with an army estimated as numbering from 16,000 to 25,800 
men, and on March 11, 1862, he was reported to have only 
2,894 answer rollcall—a misleading statement, for many more 
reported later. Van Dorn declared his losses to be 1,000 
with an additional 300 made prisoner. Curtis, with 10,500 
men before the battle, admitted losing 1,384 in killed, 
wounded, and mission.” 

Following are some other comparative figures: ' 


Pea Ridge: 
Troops 
10,500 Union 
16,000? Confederate 
Casualties: 
1,500 Union 
1,500? Confederate 
Seven Days’ Battles: 
Troops: 
105,000 Union 
86,500 Confederate 
Casualties: 
16,000 Union 
20,000 Confederate 
Chancellorsville: 
‘Troops: 
130,000 Union 
60,000 Confederate 
Casualties: 
17,000 Union 
12,500 Confederate 
Shiloh: 
Troops: 
55,000 Union 
50,000 Confederate 
Casualties: 
10,090 Union 
10,000 Confederate 
Antietam: 
Troops: 
50,000 Union 
40,000 Confederate 
Casualties: 
12,000 Union 
9,000 Confederate 
Chickamauga: 
Troops: 
60,000 Union 
66,000 Confederate 
Casualties: 
16,000 Union 
16,000 Confederate 
Wilderness-Cold Harbor: 
Troops: 
118,000 Union 
60,000 Confederate 
Casualties: 
55,000 Union 
30,000? Confederate 


What effect had Pea Ridge on saving Missouri, southern 
Illinois, Arkansas, and the Indian territory (Oklahoma) for 
the Union? 

1 These figures are all rough approximations, 
90004°—57 S. Rept., 84-2, vol. 4—89 
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The Battle of Pea Ridge undoubtedly saved Missouri from 
the threat of Confederate attack. The State was the scene 
of much guerrilla activity during the subsequent period, but 
so far as overall control was concerned, it was principally 
under Federal control. 

Had the Confederates been able to take St. Louis, they 
might have been able to extend their control over the 
contiguous area in southern Illinois. As Pea Ridge was the 
point at which the proposed attack on St. Louis was halted, 
it is possible that success at Pea Ridge might have led to 
Confederate seizure of St. Louis and an invasion of southern 
Illinois. 

The situation in Arkansas following Pea Ridge became 
more favorable to the Union, and General Curtis, the Union 
commander at Pea Ridge, was able to take Batesville, 
threaten Little Rock, and go on to Helena, on the Missis- 
sippi. This might have been considered a direct consequence 
of Pea Ridge. Most of southwestern Arkansas remained in 
Confederate hands during the war, however, although the 
Union troops managed to take Little Rock in September 1863. 

The Five Civilized Tribes, being slaveholders, generally 
supported the Confederacy. Some Oklahoma Indian troops 
fought at Pea Ridge on the Confederate side. Some of them 
proved to be unreliable soldiers who had no real desire to aid 
the South. The Indian Territory itself was split between 
Confederate and Union sympathizers, and was a constant 
scene of guerrilla war, Parts were under the control of 
pro-Union Indians and parts under the control of pro- 
Southern Indians. 

Although fighting went on on a hit-and-run basis in Mis- 
souri, Arkansas, and the Indian Territory, Pea Ridge is gen- 
erally agreed to have been decisive in ending the concerted 
Confederate attempt to gain predominant control of the area. 
After Pea Ridge (and Apache Canyon, N. Mex., March 
1862), the Confederate forces west of the Mississippi were 
generally on the defensive, except for guerrilla and raiding 
activities. The general Confederate strategy throughout the 
war, was of course, defensive. 

As such, it was an important factor in clearing the Mis- 
sissippi area of effective Confederate opposition. Grant’s 
victories at Fort Henry and Fort Donelson, the Union vic- 
tories at New Madrid and Island No. 10, the Confederate 
retreat at Shiloh, Memphis, New Orleans, and, above all, the 
Union invasion of Mississippi and victory at Vicksburg 
(July 4, 1863), were all essential parts of this operation. Pea 
Ridge was decisive in ridding the northern part of Arkansas 
and most of Missouri of hostile Confederate forces. 

What was the influence of Pea Ridge on Kentucky and 
Tennessee? 

Viewed as part of the Union’s general strategy to clear the 
Mississippi Valley of Confederate troops, failure at Pea 
Ridge, and at New Madrid, Mo., and at Island No. 10, in 
the Mississippi, southeastern Missouri (March and April 
1862) would have been a definite setback. Had the Confeder- 
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acy won at Pea Ridge, it certainly would have followed up its 
victory by attempting to occupy Missouri up to the Missouri 
River line or farther, and perhaps to take St. Louis. Assum- 
ing success, they would then have been in a position to attack 
the Union forces in Kentucky and Tennessee. Perhaps the 
Union would have had to fight the Confederacy in Missouri 
once more before proceeding to the invasion of Mississippi. 
The Union objective of seizing control of the Mississippi 
would probably have been delayed, to some extent, at least. 

The extent of the Confederate threat to Kentucky and 
Tennessee, supposing it to come from Missouri, would de- 
pend, of course, on the number of troops the Confederacy 
would have been willing to commit in that area. Most of 
the available Confederate troops, as it developed, were con- 
centrated by Jefferson Davis east of the Mississippi. Davis 
had to meet the aggressive threat of Grant’s troops as well 
as think about raiding the Union rear. By the time of 
Pea Ridge, Grant was already approaching northern Missis- 
sippi. The Federals were only momentarily halted at Shiloh 
(April 1862). A Confederate success at Pea Ridge might 
have enabled the South to rush a few more troops to Shiloh. 
The available evidence indicates Van Dorn had difficulty 
reforming his forces after Pea Ridge. Probably some of 
them never came back, but joined guerrilla bands. How- 
ever, by the time the Union took Corinth, Miss. (October 
1862), Southern troops in the area were far outnumbered. 

Had the Confederates won Pea Ridge and gone on to take 
Missouri, it is possible that they might have “been in a posi- 
tion, with the Indian allies, to exert pressure on Kansas 
Territory to the west. They might have been able to raid 
or invade Kansas, destroying crops and interfering to some 
extent with Northern food supplies originating in that area. 
A certain amount of this raiding did go on during the Civil 
War, despite the fact that Missouri was in nominally Union 
hands. Had Missouri been under complete Confederate 
control, the raids on Kansas would have doubtless been much 
more effective. Possibly Confederate raids might have been 

red on Iowa to the north also, but it would have been 
easier to raid Kansas. 

The fact that the gold and silver mining areas of Nevada 
and California were in Union hands, of course, was useful to 
the Union in maintaining the soundness of its currency during 
the Civil War. Although both Union and Confederate 
currency depreciated, there is no doubt that Union finances 
were in a stronger position. At the outset of the Civil War, 
the Butterfield Stage Route to California, which was a pre- 
dominantly southern route through Missouri, Arkansas, 
Texas, and New Mexico, was necessarily closed to the Union. 
The North therefore had to rely on a more northerly route. 
The route of the Overland Trail, which went through the 
Platte Valley to Wyoming, with its California cutoff via 
Nevada, was stiil open. Had the Confederacy taken all of 
Missouri following Pea Ridge, they might have been able to 
seize the eastern terminus of this route. However, it might 
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have been shifted north in that event, or gold and silver 
shipments might have been sent by sea. The decisive factor 
was that California and Nevada, where the gold and silver 
mines were located, were in Union hands. 

While it was not a major battle on the scale of Gettysburg, 
Pea Ridge was decisive in its area. The war was decided 
elsewhere, but outside of the Red River campaign of 1864, 
and the Battle of Westport, 1864, few other Civil War 
operations beyond the Mississippi rank with it in historical 
interest. 











EXPLANATION OF THE BILL 







H. R. 11611 is a clean bill introduced by Representative Trimble, of 
Arkansas, following hearings on H. R. 8558, a similar bill also intro- 
duced by Mr. Trimble. 

If enacted, H. R. 11611 would authorize and direct the Secretary of 
the Interior to make an examination of the Pea Ridge Battlefield with 
a view to determining the area or areas thereof deemed desirable for 
inclusion in the Pea Ridge National Military Park and which, except 
for not more than 20 acres, lie within the lands described in the bill. 
The measure provides that the lands designated by the Secretary shall 
not become a unit of the national park system until all non-Iederal 
lands, which shall not be less than 1,200 acres, have been acquired by 
others and transferred in whole, free and clear of all encumbrances, to 
the United States without expense to the Federal Government. The 
land is not to be aecepted piecemeal. 

The measure provides that following the establishment of the Pea 
Ridge National Military Park the unit shall be developed, adminis- 
tered, and protected under the provisions of the act which established 
the National Park Service in 1916, as amended: It is also stipulated 
that in order to provide for the proper development and maintenance 
of the park, the Secretary of the Interior shall construct and maintain 
therein such roads, trails, markers, buildings, and other improvements, 
and such facilities for the care and accommodation of visitors as he 
may deem necessary. 

The measure would authorize the appropriation of such sums as 
may be necessary to carry out the provisions of the act. 

he committee does not have an estimate of the cost of developing 
and maintaining the park since the National Park Service has never 
undertaken such a study. However, it does not appear that such 
costs would be substantial for the following reasons: 

1. All of the necessary land will be donated to the United States; 

2. Elkhorn Tavern, a landmark dating back to the Civil War days 
and a station on the old Butterfield stage route is located near the 
center of the battlefield and is to be donated for inclusion within 
the park unit. This building is reperted to be in good condition and 
suitable for use as a museum; 

3. Many battlefield and Civil War relics are in the possession 
of residents of the area who have expressed a desire to donate them 
for use in the park unit; and 

4. A number of roads traverse the area, including U.S. 62; from this 
it would appear that only minor roads and trails to various points of 
interest on the battlefield may be needed for access purposes. 
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DEPARTMENTAL REPORT 


The report of the Department of the Interior, wherein it is recom- 
mended that this legislation be not enacted, is set forth below. The 
assertion in the Department’s report that the Battle of Pea Ridge 
was not of sufficient significance appears to have been to a substantial 
degree refuted elsewhere in the report wherein the following statements 
appear: 


1. The Battle of Pea Ridge was one of the largest engage- 
ments of the Civil War fought west of the Mississippi 
River Ses, 

2. Probably as much as any other single factor, the battle 
determined that the State of Missouri would remain Union 
rather than become Confederate. 

3. After the battle, there was no further fighting of nay 
major character in the State for the next 2 years. 


These three facts alone well mark the decisiveness and outstanding 
importance of the Battle of Pea Ridge, the Gettysburg of the West. 
One need only to consider what the Confederacy might have done had 
it been able to gain the manpower, resources, and strategic location of 
Missouri for use against the Union early in the Civil War. The 
report of the Library of Congress, set forth earlier in this report, 
treats with this subject. 

One suspects that if the Battle of Pea Ridge had been fought in the 
well-populated East, the main theater of the Civil War activity, it 
would have been given much attention and memorialized as a military 
park long ago. 

Unitep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 2, 1956. 
Hon. James E. MURRAY, 
Chairman, Commiitee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator Murray: Your committee has requested a 
report on S. 3047, a bill to provide for the establishment of the Pea 
Ridge Battlefield National Park, in the State of Arkansas. This 
bill would require the Secretary of the Interior to acquire by gift, 
purchase, condemnation, or otherwise, the Pea Ridge Battlefield 
property, situated near Bentonville, Ark., for national-park purposes. 

We recommend that S. 3047 be not enacted. 

Our studies of this proposal, as well as the advice we have received 
from the Advisory Board on National Parks, Historic Sites, Buildings, 
and Monuments, indicate that the site of the Battle of Pea Ridge 
and the events that took place there, although of much local interest, 
do not warrant inclusion of the area in the national-park system. 
Historically, the Battle of Pea Ridge was not a decisive battle in the 
sense that Gettysburg, Chickamauga, Chattanooga, Vicksburg, and 
Antietam were significant. These areas are already represented in 
the national park system. The Battle of Pea Ridge was one of the 
largest engagements of the Civil War fought west of the Mississippi 
River, but the results and significance of the battle were principally 
regional in character. Probably as much as any other single factor, 
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the battle determined that the State of Missouri would remain Union 
rather than become Confederate. After the battle, there was no 
further fighting of any major character in the State for the next 2 years. 

In the circumstances, we recognize that the battlefield is of much 
local interest and importance. The Advisory Board on National 
Parks, Historic Sites, Buildings, and Monuments has expressed a 
wish to encourage the preservation of the battlefield, with the hope 
that the State or some local organization may be able to save it for 
public use. We concur in that suggestion, and would be pleased to 
cooperate with the State or any such organization desiring to develop 
a plan for local preservation of this historic area. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposed report to the Congress. 

Sincerely yours, 
E. E. WORMSER, 


Assistant Secretary of the Interior. 
O 
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84rH ConGREss ; SENATE REPORT 
2d Session No. 2515 


PROVIDING FOR THE ESTABLISHMENT OF THE HORSE- 
SHOE BEND NATIONAL MILITARY PARK, IN THE 
STATE OF ALABAMA 


Jury 11, 1956.—Ordered to be printed 


Mr. BIBLE, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 11766) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 11766) to provide for the establishment of the 
Horseshoe Bend National Military Park, in the State of Alabama, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

Set forth belo: is the report of the Committee on Interior and 
Insular Affairs of the House of Representatives in which this com- 
mittee concurs. Set forth also is the report received by this commit- 
tee from the Department of the Interior and the Bureau of the Budget 
concerning S. 831, a bill introduced by Senator Hill and Senator 
Sparkman, which also provides for the establishment of the Horseshoe 
Bend National Military Park. 


PURPOSE OF THE BILL 


H. R. 11766 would provide for the establishment of the 
Horseshoe Bend National Military Park, in the State of 
Alabama, after all lands to be included within said park have 
been donated and transferred free and clear of all encum- 
brances to the United States without expense to the Federal 
Government. 

H. R. 11766 is a clean bill introduced by Representative 
Rains of Alabama following hearings on H. R. 288, a similar 
bill also introduced by Mr. Rains. 

H. R. 11766 would authorize and direct the Secretary of the 
Interior to make an examination of the Horseshoe Bend 
Battle Ground on the Tallapoosa River, in the State of Ala- 
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bama, with a view to determining the area or areas thereof 
deemed desirable for inclusion in the Horseshoe Bend Na- 
tional Military Park. The measure provides that the lands 
designated by the Secretary shall not become a unit of the 
national park system until all non-Federal lands, which shall 
not be less than 500 acres, have been acquired and transferred 
free and clear of all encumbrances to the United States with- 
out expense to the Federal Government. 

The Committee on Interior and Insular Affairs, after taking 
testimony on this proposed legislation, recommends the en- 
actment of H. R. 11766 in view of the historic significance of 
the Battle of Horseshoe Bend. That battle marked the final 
defeat of the Creek Indians on March 27, 1814. At that 
time, American troops, led by Andrew Jackson, won a de- 
cisive victory which played a great part in this Nation’s 
second struggle against the British. 

The committee believes the area covered by H. R. 11766 
to be a desirable addition to the National Park System and 
recommends the enactment of the bill. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 18, 1955. 


Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator Murray: Your committee has requested a 
report on’S. 831, a bill to provide for the establishment of the Horse 
Shoe Bend National Military Park, in the State of Alabama. S. 831 
would require this Department to acquire on behalf of the United 


States by gift, purchase, condemnation, or otherwise, certain property 
known as the Horse Shoe Bend Battle Ground on the Tallapoosa 
River, in the State of Alabama. Such property would constitute the 
Horse Shoe Bend National Military Park as a memorial to the men 
who fought in the Battle of Horse Shoe Bend on March 27, 1814. 

We recommend that S. 831 be not enacted. 

This Department has made a careful study of the significance of the 
Battle of Horse Shoe Bend. We believe the site would not qualify, 
on the basis of its historic significance, for addition to the federally 
administered areas of the national park system. Also, the Advisory 
Board on National Parks, Historic Sites, Buildings and Monuments, 
established by the Historic Sites Act of 1935, to render advice relating 
to such matters has considered the matter. As a result of its con- 
sideration of this matter, the Advisory Board has adopted the follow- 
ing resolution: 

“Resolved, That the Advisory Board does not recommend the site of 
the Battle of Horse Shoe Bend, March 27, 1814, as being of national 
significance. It is the. view of the Board that the Federal Govern- 
ment’s participation in the commemoration of this site was adequately 
accomplished by the erection there in 1918 of the memorial monument 
authorized under the act of April 2, 1914 (38 Stat. 311), which pro- 
vided that the future care and maintenance of this memorial was to be 
borne by the State of Alabama. The Advisory Board encourages the 
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continued preservation of the battlefield which is included in the 
present State historic site, in which is also situated the memorial 
monument.” 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 


Executive OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., May 6, 1955. 
Hon. James E. Murray,’ 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget on S. 831, a bill to provide for 
the establishment of the Horse Shoe Bend National Military Park, 
in the State of Alabama. 

Under this bill, the Department of the Interior would be required 
to acquire the Horse Shoe Bend Battle Ground on the Tallapoosa 
River in the State of Alabama, and to administer and maintain it as a 
national military park. 

If the Horse Shoe Bend Battle Ground were established as a na- 
tional military park, it would become the responsibility of the National 
Park Service to administer it. The National Park Service has been 
having troublesome manpower and budgetary problems in managing 
and maintaining existing areas under constantly increasing visitor 


loads. In view of this, it is believed unwise, except in extraordinary 
circumstances, to add new areas to the burden of the Service. 
Accordingly, the Bureau of the Budget does not recommend 
enactment of 5. 831. 
Sincerely yours, 


Donatp R. BELCHER, 
Assistant Director. 








Calendar No. 2553 


BATH CONGRESS t SENATE REPORT 
2d Session | No. 2516 


PROVIDING FOR THE TERMINATION OF FEDERAL SUPERVISION 
OVER THE PROPERTY OF THE OTTAWA TRIBE OF INDIANS IN 
THE STATE OF OKLAHOMA AND THE INDIVIDUAL MEMBERS 
THEREOF 


Jury 11, 1956.—Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular A ffairs, 
submitted the following 


REPORT 


[To accompany S. 3969] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 3969) to provide for the termination of Federal 
supervision over the property of the Ottawa Tribe of Indians in the 
State of Oklahoma and the individual members thereof, and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 3969 is to provide that the Federal trust relation- 
ship to the affairs of the Ottawa Tribe and its members shall terminate 
3 years after the date of the enactment of this act. 

The Ottawa Tribe, after long negotiation with officials of the De- 
partment of the Interior, expressed its wishes with respect to a termina- 
tion program in the following resolution dated February 18, 1956: 


Resolution 


Whereas the representatives of the Secretary of the 
Interior have been in consultation with the officers and 
representatives of the Ottawa Tribe of Indians of Oklahoma 
concerning the provisions of proposed legislation to be 
introduced in the present session of the Congress of the 
United States, to be entitled, in substance: “A bill to 
provide for the termination of Federal supervision over the 
property of the Ottawa Tribe of Indians in the State of 
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Oklahoma and the individual members thereof, and for 
other purposes; 

Whereas the officers and representatives of said Ottawa 
Tribe of Indians of Oklahoma have reviewed, discussed, and 
considered the terms and provisions of the said proposed 
legislation and are reasonably familiar therewith, and 
believe the same embodies legislation which will be beneficial 
to the individual members of the tribe, with two exceptions: 
Now, therefore, be it 

Resolved by the Ottawa Tribe of Indians of Oklahoma, in 

meeting assembled in headquarters of the Quapaw Area Field 
Office, Miami, Okla., on this 18th day of February 1956, 
That the said tribe of Indians do approve of the purposes, 
intent, theory, and form of said proposed bill, and will pass 
and approve such proposed legislation, providing the 
following insertions are made in the proposed bill: 

“The tribe shall have a period of six months from the date 
of this Act in which-to prepare and submit to the Secretary 
a proposed roll of the members of the tribe living on the date 
of this Act, which shall be published in the Federal Register. 
The proposed roll shall be prepared in accordance with 
eligibility requirements prescribed in the tribe’s constitution 
and bylaws. If the tribe fails to submit such roll within 
the time specified in this seetion, the Secretary shall prepare 
a proposed roll for the tribe, which shall be published in the 
Federal Register. Any person claiming membership rights 
in the tribe or any interest in its assets. or a representative of 
the Secretary on behalf of. any such person, may, within 
sixty days from the date of publication of the proposed roll, 
file an appeal with the Secretary contesting the inclusion or 
omission of the name of any person on or from such roll. The 
Secretary shall review such appeals and his decisions thereon 
shal] be final and conclusive, After disposition of all such 
appeals by the Secretary, the roll of the tribe shall be pub- 
lished in the Federal Register, and such roll shall be final for 
the purposes of this Act”; and 

“No property distributed under the provisions of this Act 
shall at the time of distribution be subject to Federal or 
State income tax. Following any distribution of property 
made under the provisions of this Act, such property and any 
income derived therefrom by the individual, corporation, 
or other legal entity shall be subject to the same taxes, State 
and Federal, as in the case of non-Indians: Provided, 
That for the purpose of capital gains or losses the base value 
of the property shall be the value of the property when dis- 
tributed to the individual, corporation, or other legal entity.”’ 

Passed and approved this the 18th day of February 1956. 

Otrrawa Trine or InpIANS OF OKLAHOMA, 

Guy JENNISON, Chief. 

Frep S. Kine, Second Chief. 

Gene JeNnNISON, Councilman. 

Wiuis Dixon, Councilman. 

Bronson Epwanps,. Secretary-Tresurer. 
Mark JENNISON, Zribesman. 


TERMINATE FEDERAL SUPERVISION OVER OTTAWA INDIANS 3 


S. 3969 has been drafted in such a fashion as to reflect the wishes 
of the tribe, including the incorporation of the modifications set forth 
in the tribal resolution. 

The bill provides for the transfer to each member of the tribe of 
unrestricted title to funds and personal property held in trust for 
him. In addition, it provides for tne removal of restrictions on the 
sale or encumbrance of trust or restricted land owned by tribal mem- 
bers. Of the total 518.64 acres of allotted land presently administered 
by the Bureau of Indian Affairs, 318.64 acres are in multiple ownership. 
Section 2 of S. 3969 makes provision for the partition of these lands 
on request of any of the owners. If partition is not practicable, the 
Secretary will sell the lands and distribute the proceeds. 

A section-by-section analysis of the substantive provisions of S. 
3969 is as follows: 

1. Section 1 of the bill is a statement of purpose. 

2. Section 2 of the bill provides for the release from trust of personal 
property and funds of individuals within 3 years, and for the termina- 
tion of trust restrictions on lands of individuals at the end of 3 years 
from the date of the act. Upon the request of any owner made within 
2 years after the date of this act, the Secretary may partition any 
lands in multiple ownership and issue trust patents therefor that will 
become fee patents at the end of the 3-year period, or sell any lands 
that are not susceptible of partitionment and distribute the proceeds. 
In cases of sale, any of the coowners ts first afforded an opportunity 
to acquire the interests of other owners. 

3. Section 3 of the bill makes State law rather than Federal law 
applicable to the probate of trust or restricted property of Indians 
who die 6 months or more after the date of the act. The Bureau of 
Indian Affairs will complete the probate of estates pending at that 
time, but will not be responsible for the probate of any new estates. 

4. Section 4 of the bill directs the Secretary of the Interior to protect 
the rights of Indians who are minors, non compos mentis, or unable 
to handle their property without assistance, by causing the appoint- 
ment of guardians or by such other means as he deems adequate. 

5. Section 5 of the bill provides for the use of tribal funds in the 
Treasury of the United States for any purpose approved by the tribe 
and the Secretary. 

6. Section 6 of the bill authorizes the Secretary of the Interior to 
execute such patents, deeds. or other documents as are necessary to 
carry out the provisions of the act or establish a marketable and 
recordable title to any property disposed of pursuant. to the act. 

7. Section 7 of the bill reaffirms the validity of any lease, permit, 
license, right-of-way, lien, or other contract approved prior to enact- 
ment of this act. It authorizes the Secretary to transfer to another 
Federal agency, or to the State if all parties consent, any powers, 
duties, or other functions of a continuing nature he may have with 
respect to Indian trust property. 

8. Section 8 of the bill provides that the Federal trust relationship 
to the affairs of the Ottawa Tribe and its members shall terminate 3 
years after the date of this act, and thereafter such Indians will have 
the same status under State and Federal law as any other person or 
citizen. Prior to the termination of the Federal trust relationship, 
the Secretary is authorized to undertake a special program of education 
and training designed to help the members of the tribe to earn a liveli- 
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hood, to conduct their own affairs, and to assume their responsibilities 
as citizens without special services because of their status as Indians. 

9. Section 9 of the bill revokes any corporate charters issued by the 
Secretary to the tribe, terminates the power of the Secretary or other 
Federal officer to take, review, or approve any action under a tribal 
constitution, and terminates any constitutional power of the tribe 
which is inconsistent with the provisions of this bill. 

10. Section 10 of the bill protects claims heretofore filed against the 
United States by the tribe. 

11. Section 11 of the bill protects existing water rights. 

12. Section 12 of the bill gives the Secretary authority to issue rules 
and regulations necessary to carry out the purposes of the act. 

13. Section 13 of the bill repeals all inconsistent provisions in other 
acts. 

14. Section 14 of the bill contains a separability provision. 

15. Section 15 (a) of the bill provides for the preparation and 
publication in the Federal Register of a membership roll for the tribe, 
which will be final for the purposes of this act. Primary responsi- 
bility for preparation of the roll is placed on the tribe. The Secre- 
tary will publish the roll prepared by the tribe without reviewing it. 
Corrections of the roll will be handled entirely by the appeal process. 
Any aggrieved person may appeal to the Secretary. After the Secre- 
tary has decided all appeals, he will republish the roll, and it will be 
final for the purposes of the act. As the Secretary does not review 
the roll except to the extent necessary to decide appeals, a local 
representative of the Secretary is given the right to appeal on behalf 
of any Indian in order that he may protect the rights of persons who 
should but fail to appeal, to the extent he knows about them. 

Section 15 (b) of the bill makes the distribution of trust property 
under the act not subject to Federal or State income tax, but after 
the distribution is made the property and income therefrom will be 
subject to the same Federal and State taxes as in the case of non- 
Indians. 

Approximately 600 individuals comprise the membership of the 
Ottawa Tribe. The services furnished to these people by the Indian 
Bureau have been very limited because of their almost complete 
assimilation into the non-Indian population. However, in order to 
assist the adult Indians in the transition to unrestricted status, the 
Secretary is authorized, during the 3-year termination period, to 
undertake a special program of education and training to help the 
Indians earn a livelihood, conduct their own affairs, and assume their 
responsibilities as citizens. 

The historical background of the Ottawa Tribe, together with cur- 
rent information on the social and economic status of its members, is 
contained in the attached report submitted by the Bureau of Indian 
Affairs. 

BACKGROUND DATA, UTTAWA TRIBE 


1. Reservation— establishment and location 

The Ottawa Reservation of 15,035 acres of tribal and allotted land 
located in Ottawa County, Okla., was established by treaty of Feb- 
ruary 23, 1867, ratified June 18, 1868. 
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2. Tribal history 


The Ottawa Tribe belongs to the Algonquian family which formerly 
occupied a larger area than any other Indian linguistic group in 
North America. The name Ottawa is from the Indian word “Adawe’”’ 
meaning “to trade” or “to buy and sell,” a term common to many 
different tribal groups which carried on trade with neighboring tribes. 
A large party of Ottawas was first met by Champlain in 1615 near 
the mouth of the French River, Georgian Bay region, Canada, which 
seems to have been the original location of the tribe. 


3. Population data 


(a) Total enrollment 

(b) Individuals residing on or in vicinity of reservation 
(e) Total number fullbloods. _ _- 

(d) Number unable to speak English 

O a a E a E E 


EARR EA E oe 


The tribe has never maintained a roll. It has depended on the 
census roll prepared by the Bureau. and the last roll prepared was in 
1940. The above are the estimated tribal population figures as of 
December 1954. 


4. Land under administration of Bureau of Indian Affairs 

Acres 
(a) 0 
(b) i 518. 64 
(e) 0 


i BBL 518. 64 


(e) Nonirrigated farmland ; 190. 00 

Grazing land bun 228. 64 
(g) Forest 60. 00 
(hk) Miscellaneous... ._._-_- 40. 00 


5. Ownership status of Bureau-administered land 


Acres 
(a) Living original allottee 80. 00 
(b) Other single owners... y 120. 00 
(ce) Multiple ownership (5 or less) j 318. 64 


(d) T aaa o a aa a 518. 64 
> — > umd 

6. Family econmic data pene AG — 
(a) Self-supporting on reservation from agriculture alone... 2 

(6) Self-supporting on reservation from all sources _- 15 

(c) Self-supporting off reservation. __- AA 33 

(d) Receiving general assistance under Bureau welfare pro- 


(e) Total familie 
(f) Median family income from agriculture $1, 300 
(g) Median family income from nonagricultural sources (excluding aaa 
(h) Median family income from all sources (excluding public as- 
sistance) 1, 800 

All members of this tribe are citizens of the State in which they live 
and of the United States. In fact, they are almost completely assimi- 
lated into the non-Indian population and in general the per family 
income is comparable to that of non-Indian families. 

The Indians appear to be able to qualify for almost any job or type 
of employment available, which includes a wide range of occupations. 
Some are skilled electricians, plumbers, miners, carpenters, upholster- 
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ers, salesmen, typists, stenographers, artists, teachers, and some hold 
public office. 

The Indians handle their own agricultural leases. Although the 
leases are subject to Bureau approval, few leases are actually sub- 
mitted to Bureau approval. In practice, the only important restric- 
tion imposed upon the Indians is that they cannot sell, the remaining 
nine tracts that are in a trust status without approval of the Bureau. 


7. Taz data 
Estimated potential tax revenue from restricted lands: 


From allotted land 
From tribal land 


8. Tribal organization 

The Ottawa Tribe operates under a written constitution and by- 
laws approved and ratified under the provisions of section 3 of the 
act of —9* 26, 1936 (49 Stat. 1967). The constitution was approved 
October 10, 1938, and ratified November 30, 1938; the charter was 
issued April 15, 1939, and ratified June 2, 1939. The constitution 
provides for a business committee, and this committee transacts most 
of the business of the tribe. The tribe makes no attempt at self- 
government. Individual members of the tribe are subject to the laws 
of the State in which they reside as to their personal conduct. 


9. Services furnished by the Bureau 

Generally speaking, the Indians of this tribe have access to the 
same educational, health, welfare, agricultural, and credit service 
facilities as non-Indians. 

Education.—All Ottawa children attend the public schools. None 
are in Bureau-operated boarding schools. Bureau funds are presently 
being expended under the Johnson-O’Malley Act on behalf of four 
Ottawa children. 

Health—Prior to transfer of all Bureau health activities to the 
United States Public Health Service on July 1, 1955, there were no 
Bureau-operated hospitals in the area; hospital care was not provided 
through non-Bureau hospitals: and no Bureau personnel gave medica! 
service in nonhospital facilities. Members of the tribe have used 
non-Bureau medical facilities for years just as non-Indians do. Eligi- 
bility for medical and hospital services presently being furnished by 
the Public Health Service to members of the tribe because of their 
special status as Indians will be terminated by the provisions contained 
in this legislation. However, any members of the tribe who are 
unable to pay for medical and hospital care will receive the same 
services as received by non-Indian indigents upon application to the 
State welfare department. The Public Health Service contracts with 
the State health department to provide the same preventive health 
services to Indians as is provided for non-Indians. 

Welfare.—At the present time, no Ottawas are receiving general 
assistance under the Bureau’s welfare program and there have never 
been many requests for general assistance under the Bureau’s welfare 
program. This has been due to the fact that the large majority of 
families have resources and have been self-supporting. Any families 
needing assistance have been eligible either for public assistance 
under the social security program administered by the county depart- 
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ment of public welfare or for emergency aid granted by the county 
commissioners or by the Oklahoma Emergency Relief Agency. 

Agricultural services.—The county agricultural extension agent and 
the local soil conservation district technicians make their services 
available to Indians as well as to non-Indians. 

Credit.—Credit facilities under the Indian Reorganization Act of 
June 18, 1934 (48 Stat. 984), and the Oklahoma Indian Welfare 
Act of June 26, 1936 (49 Stat. 1967), as amended and supplemented, 
are available to individual Indians. There are no loans outstanding 
to the tribe or to members of this tribe from these sources. 

Law and order.—Law and order are handled by the regular State 
and county enforcement officials. There are no Indian polic e or tribal 
courts. In the past, Indians have been members of the law enforce- 
ment body of the county and perhaps will be in the future. 

Roads.—There are no Bureau-maintained roads. All roads are 
maintained by the State and county authorities. 

Individual Indian money accounts.—Only one individual maintains 
an account. 

The favorable report of the Department of the Interior on S. 3968 
is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 26, 1956. 
Hon. James E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Senator Murray: Your committee has requested a 
report on S. 3969, a bill to provide for the termination of Federal 
supervision over the property of the Ottawa Tribe of Indians in the 
State of Oklahoma and the individual members thereof, and for other 
purposes. 

We recommend that the bill be enacted. 

This bill provides for the transfer to each member of the Ottawa 
Tribe of unrestricted title to funds and other personal property hed 
in trust for such member and for the — of restrictions on the 
sale or encumbrance of trust or restricted land owned by members of 
the tribe. 

Upon the request of any of the owners of undivided interests in 
allotted lands (that is, the owners of so-called fractionated heirship 
interests), the Secretary of the Interior may segregate their undivided 
interests by partition if practicable and otherwise by sale. Should it 
not be possible to locate any of the owners of fractionated heirship 
interests in allotted land, the Secretary may cause such land to be 
sold and deposit the proceeds of sale in the Treasury of the United 
States for safekeeping. 

The bill provides that the Federal trust relationship to the affairs 
of the Ottawa Tribe and its members shall terminate 3 years after the 
date of this act. Prior to the termination of this trust relationship, 
the Secretary is authorized to undertake a special program of educa- 
tion and training designed to help the adult members of the tribe to 
earn a livelihood, to conduct their own affairs, and to assume their 
responsibilities as citizens without special services because of their 
status as Indians. As may be noted in the enclosed summation of 
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background data on the Ottawa Tribe, the members are almost com- 
pletely integrated in the non-Indian community, and in general their 
economy is comparable to that of their neighbors. This special 
program is intended to insure that all members will have an oppor- 
tunity to make the transition to unrestricted status on a viable and 
creditable plane. 

The bill was drafted after long and protracted negotiations with 
the tribe. By resolution dated February 18, 1956, the tribe approved 
a draft of the bill subject to the addition of two provisions covering 
final rolls and taxes. ‘These provisions are in accordance with terminal 
legislation previously enacted, and they are included as section 15 (a) 
and (b) of the present bill. The official position of the tribal council 
is transmitted with this report. 

A section-by-section analysis of the bill is enclosed. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Westey A. D’Ewart, 
Assistant Secretary of the Interior. 


O 
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84TH CONGRESS SENATE REPORT 
2d Session No. 2517 


PROVIDING FOR THE TERMINATION OF FEDERAL SUPERVISION 
OVER THE PROPERTY OF THE WYANDOTTE TRIBE OF OKLAHOMA 
AND THE INDIVIDUAL MEMBERS THEREOF 


JULY 11, 1956.—Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular A ffairs, 
submitted the following 


REPORT 


[To accompany S. 3970] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 3970) to provide for the termination of Federal 
supervision over the property of the Wyandotte tribe of Oklahoma 
and the individual members thereof, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of S. 3970 is to provide for the termination of Federal 
supervision and control over the trust and restricted property of the 
Wyandotte tribe of Indians of Oklahoma. 

Following long and protracted negotiations with officials of the 
Department of the Interior, the tribe expressed its wishes with respect 
to a termination program in the following resolution dated February 
17, 1956: 

Resolution 


We, the members of the business committee of the Wyan- 
dotte Tribe of Oklahoma, in special meeting assembled this 
17th day of February 1956, do hereby represent and state 
that we have read and discussed, section by section, a pro- 
posed bill to provide for the termination of Federal super- 
vision over the property of the Wyandotte Tribe of Okla- 
homa and the individual members thereof, and for other 
purposes. 
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E And whereas, after’much discussion of this proposed bill, 
eit 

Resolved, That the Wyandotte Tribe of Oklahoma, acting 
by and through its duly authorized business committee, does 
hereby approve the same and does recommend to the Secre- 
tary of the Interior that said bill be submitted to Congress 
at its next regular session with recommendations that the 
bill do pass. 

Dated tbis 17th day of February 1956. 


LAwRENCE E, ZANE, 
Chief. 
LronarpD N. Correr, 
Second Chief. 
Henry WRIGHT, 
First Councilman. 
Hues Wricar, 
Second Councilman. 
Ruru WALTERS, 
Secretary-Treasurer. 


S. 3970 has been drafted in such a manner as to reflect the wishes of 
the tribe. The bill provides for the preparation of a final roll of all 
persons claiming membership in the tribe or an interest in its assets, 
vests title to pro rata shares of the tribal property in the enrollees, and 
authorizes the Secretary of the Interior to divide the tribal trust prop- 
erty among the individual members by partition or sale, or to transfer 
title to a trustee, corporation, or other legal entity organized by the 
tribe. Provision is also made for the release from trust of personal 
property and funds of individual Indians within 3 years, and for the 
termination of trust restrictions on individual lands. 

Upon the removal of Federal restrictions on tribal and individual 
property, the Secretary will issue a proclamation declaring that the 


‘ederal trust relationship to the Wyandotte Tribe and its members 


has terminated. 

A section-by-section analysis of the substantive provisions of 
S. 3970 is as follows: 

1, Section 1 of the bill is a statement of purpose. 

2. Section 2 of the bill consists of definitions that are designed to 
eliminate the need for repeating phrases throughout the bill. 

3. Section 3 of the bill — for the preparation and publication 
in the Federal Register of a membership roll for the tribe, which will 
be final for the purposes of this act. Primary responsibility for prep- 
aration of the roll is placed on the tribe. The Secretary will publish 
the roll prepared by the tribe without reviewing it. Corrections of 
the roll will handled entirely by the appeal process. Any aggrieved 
person may appeal to the Secretary. After the Secretary has decided 
all appeals, he will republish the roll, and it wil! be final for the pur- 
poses of the act. As the Secretary does not review the roll except to 
the extent necessary to decide appeals, a local representative of the 
Secretary is given the right. to appeal on behalf of any Indian in order 
that hemay protect the rights of persons who should, but fail to, appeal, 
to the extent he knows about them. 

4. Section 4 of the bill declares that the right of each enrolled mem- 
ber of a tribe to share in the use or disposition of tribal property is a 
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personal property right which may be bequeathed or inherited but 
which may not otherwise be alienated before the Federal trusteeship 
over the property is terminated. 

5. Section 5 of the bill provides authority for the disposition of 
tribal trust property. The tribe is given the option of organizing a 
corporation or other legal entity to take title to all or any part of the 
tribal property, or of putting title to all or any part of the property in 
a trustee of the tribe’s own choice for purposes of management or 
liquidation, of requesting a pro rata distribution of the reservation 
among the members of the tribe, or of requesting the sale of all or part 
of the property and the pro rata distribution of the proceeds. If the 
tribe exercises neither of these options, the Secretary will transfer 
title to a trustee of his choice, who will take title for liquidation and 
distribution purposes only. In the latter event, the trust must 
terminate within a 3-year period unless extended by court order. The 
cemetery in Kansas City, Kans., shall be transferred or sold in accord- 
ance with provisions relating to other tribal property, with the pro- 
ceeds from any sale of the land being used to remove and reinter the 
remains of persons buried there, to move any monuments now located 
on the graves, and to erect one appropriate monument. It is provided 
that if S. 1335 or comparable legislation calling for an investigation 
and report permitting congressional decision on the sale or disposition 
of such land is enacted by the 84th Congress, any sale or transfer 
shall be deferred until 3 months after the report required by such 
legislation has been submitted to Congress. 

6. Section 6 of the bill provides for the release from trust. of personal 
property and funds of individuals within 3 years, and for the termina- 
tion of trust restrictions on lands of individuals at the end of 3 years 
from the date of the act. Upon the request of any owner made within 
2 years after the date of this act, the Secretary may partition any 
lands in multiple ownership and issue trust patents therefor that will 
become fee patents at the end of the 3-year period, or sell any lands 
that are not susceptible of partitionment and distribute the proceeds. 
In cases of sale, any of the co-owners is first afforded an opportunity 
to acquire the interests of other owners. 

7. Section 7 of the bill makes State law rather than Federal law 
applicable to the probate of trust or restricted property of Indians 
who die 6 months or more after the date of the act. The Bureau of 
Indian Affairs will complete the probate of estates pending at that 
time, but will not be responsible for the probate of any new estates. 

8. Section 8 of the bill makes the distribution of trust property 
under the act not subject to Federal or State income tax, but after 
the distribution is made the property and income therefrom will be 
subject to the same Federal and State taxes as in the ease of non- 
Indians. 

9. Section 9 of the bill directs the Secretary of the Interior to 
protect the rights of Indians who are minors, non compos mentis, or 
unable to handle their property without assistance by causing the 
appointment of guardians or by such other means as he deems ade- 
quate. 

10. Section 10 of the bill provides for the use of tribal funds in the 
Treasury of the United States for any purpose approved by the tribe 
and the Secretary. 

11. Section 11 of the bill authorizes the Secretary of the Interior 
to execute such patents, deeds, or other documents as are necessary 
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to carry out the provisions of the act or establish a marketable and 
recordable title to any property disposed of pursuant to the act. 

12. Section 12 of the bill reaffirms the validity of any lease, permit, 
license, right-of-way, lien, or other contract approved prior to enact- 
ment of this act. It authorizes the Secretary to transfer to another 
Federal agency, or to the State if all parties consent, any powers, 
duties, or other functions of a continuing nature he may have with 
respect to Indian trust property. 

13. Section 13 of the bill provides that when Federal restrictions 
are removed from the property of the tribe and its members, a procla- 
mation will be published in the Federal Register, and thereafter such 
Indians will have the same status under State and Federal law as 
any other person or citizen. Prior to the issuance of a proclamation, 
the Secretary is authorized to undertake a special program of education 
and training designed to help the members of the tribe to earn a 
livelihood, to conduct their own affairs, and to assume their responsi- 
bilities as citizens without special services because of their status as 
Indians. 

14. Section 14 of the bill revokes any corporate charter issued by 
the Secretary to the tribe, terminates the power of the Secretary or 
other Federal officer to take, review, or approve any action under a 
tribal constitution, and terminates any constitutional power of the 
tribe which is inconsistent with the provisions of this bill. 

15. Section 15 of the bill protects claims heretofore filed against 
the United States by the tribe. 

16. Section 16 of the bill protects existing water rights. 

17. Section 17 of the bill gives the Secretary authority to issue rules 
and regulations necessary to carry out the purposes of the act. 

18. Section 18 of the bill repeals all inconsistent provisions in other 
acts. 

19. Section 19 of the bill contains a separability provision. 

There are approximately 984 members of the Wyandotte Tribe. 
Of this number only 100 individuals reside on or in the vicinity of the 
reservation. ‘The services furnished to these people by the Bureau of 
Indian Affairs have been very limited because of their almost complete 
assimilation into the non-Indian population. In order to insure that 
all members of the tribe will have an opportunity to make the transi- 
tion to unrestricted status in a creditable manner, the Secretary is 
authorized to undertake a program of education and training for 
adult members designed to help them earn a livelihood, to conduct 
their own affairs, and to assume their responsibilities as citizens. 

The history of the Wyandotte Tribe, together with current infor- 
mation on the social and economic status of its members, is contained 
in the attached report submitted by the Bureau of Indian Affairs: 










































BACKGROUND DATA, WYANDOTTE TRIBE 










1. Reservation—establishment and location 

The Wyandotte Reservation of 21,406 acres of tribal and allotted 
land located in Ottawa County, Okla., was established by treaty of 
February 23, 1867. Additional allotments on the public domain 
were made to absentee Wyandottes under provisions of the act of 
April 28, 1904 (33 Stat. 519, c. 1767). 
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6. Tribal history 


Wyandotte (Wyandot) is the English corruption of the Indian 
name “Wendat.” The tribe is of the Iroquoian family and was known 
as the Huron by the French. In 1534-43 Cartier, the French ex- 

lorer, on an expedition along the St. Lawrence Riv er, recorded an 
ir roquoian tribe (proven later to be the Wyandot) living on the present 
sites of Quebec and Montreal, Canada. In general, at that early 
period the Wyandot or Huron made up a confederation, inhabiting the 
country south and east of the Georgian Bay, Canada. A century 
later, owing to wars with the Iroquois Tribe, this confederation was 
broken up. It was not until the latter half of the 18th century that 
the nucleus of the present Wyandotte Tribe was formed by the main 
portions of the Huron who, following their defeat by the French, 
settled along the Detroit and Sandusky Rivers. From that time 
these pelple were called Wyandottes and succeeded in establishing 
themselves as the strongest and most powerful tribe in the Ohio 
country. Although few in number, they joined all the Indian move- 
ments in Ohio Valley and the lake region and supported the British 
against the Americans. 

After the peace of 1815, a large part of Ohio and Michigan was 
confirmed to them, but 4 years later they sold a large part of it under 
provisions of the treaty of September 20, 1818 (7 Stat. 180), proclaimed 
January 7, 1819, reserving only a small portion near Upper Sandusky, 
Ohio, and a smaller area on Huron River, near Detroit, until by the 
treaty of Upper Sandusky of March 17, 1842 (7 Stat. 608), when these 
tracts also were sold, and the tribe removed to Wyandotte County, 
Kans. 

By the terms of the treaty of January 31, 1855 (10 Stat. 1159), 
the Wyandottes were declared to be citizens of the United States. 
However, by the treaty of February 23, 1867 (15 Stat. 513), their 
tribal organization was restored and the Wyandotte Reservation 
established in what is now Ottawa County, Okla. 


3. Population data 


(a) Total enrollment 

(b) Individuals residing on or in vicinity of reservation. 
(c) Total number full bloods.. 

(d) Number unable to speak E nglish 

(e) Number illiterates 


The tribe has never —“ a roll. It has depended on the 
census roll prepared by the Bureau and the last roll prepared was in 
1940. The above are the estimated tribal population figures as of 
December 1954. 


4, Land under administration of Bureau of Indian Affairs 


(a) Tribal land 

(b) Allotted land 

(c) Government land 

(d) Total land. 

(e) Nonirrigated farmland 
(f) Grazing land 

(g) Forest. 
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5. Ownership status of Bureau-administered land 


Number 
tracts Acres 


(a) Living original allottee 120. 00 
(0) Ooher sings Gweibte [2.6 sa Seek Ue ul. 5 132. 08 
(c) Multiple ownership (5 or less) 837. 28 
(d) Multiple ownership (6 or more) j 866. 94 


(e) 1, 956. 30 


6. Family economic data 
Number 
families Income 


(a) Self-supporting on reservation from agriculture alone......... 
(6) Self-supporting on reservation from all sources 

(c) Self-supporting off reservation - 

(d) Receiving general assistance under Bureau welfare program- i 


(e) " 


(g) Median family income from ean al sources (excluding pablo” 
assistance) .. 2, 200 
(h) Median family income from all sources (excluding ‘public assistance) .. 2. 800 

The Indians appear to be able to qualify for almost any job or type 
of employment available, which includes a wide range of occupations. 
Some are skilled electricians, plumbers, miners, carpenters, uphol- 
sterers, salesmen, typists, stenographers, artists, teachers, and some 
hold public office. 

The Indians handle their own agricultural leases. Although the 
leases are subject to Bureau approval, few leases are actually sub- 
mitted for Bureau approval. In practice, the only important restric- 
tion imposed upon the Indians is that they cannot sell the remaining 
44 tracts that are in a trust status without approval of the Bureau. 


7. Tax data 
Estimated potential tax revenue from restricted lands: 


From allotted land 
From tribal land ! 


Total 


' Does not include potential tax revenue from Wyandotte Cemetery in Kansas City, Kans, 


8. Tribal organization 

The Wyandotte Tribe operates under a written constitution and 
bylaws approved and ratified under the provisions of section 3 of the 
act of June 26, 1936 (49 Stat. 1967). The constitution was approved 
July 17, 1937, and ratified July 24, 1937; the charter was issued 
October 5, 1937, and ratified October 30, 1937. The constitution 
provides for a business committee, and this committee transacts most 
of the business of the tribe. The tribe makes no attempt at self- 
government. Individual members of the tribe are subject to the laws 
of the State in which they reside as to their personal conduct. 


9. Services furnished by the Bureau 

Generally speaking, the Indians of this tribe have access to the same 
educational, health, welfare, agricultural, and credit service facilities 
as non-Indians. 

Education.—All Wyandotte children attend the public schools. 
None are in Bureau-operated boarding schools. Bureau funds are not 





TERMINATE FEDERAL SUPERVISION OVER WYANDOTTE TRIBE 7 


being expended under the Johnson-O’Malley Act on behalf of any 
Wyandotte children. 

Health—Prior to transfer of all Bureau health activities to the 
United States Public Health Service on July 1, 1955, there were no 
Bureau-operated hospitals in the area; hospital care was not provided 
through non-Bureau hospitals; and no Bureau personnel gave medical 
service in nonhospital facilities. Members of the tribe have used 
non-Bureau medical facilities for years just as non-Indians do. 
Eligibility for medical and hospital services presently being furnished 
by the Public Health Service to members of the tribe because of their 
special status as Indians will be terminated by the provisions contained 
in this legislation. However, any members of the tribe who are 
unable to pay for medical and hospital care will receive the same 
services as received by non-Indian indigents upon application to the 
State welfare department. The Public Health Service contracts with 
the State health department to provide the same preventive health 
services to Indians as is provided for non-Indians. 

Welfare —At the present time, no Wyandottes are receiving general 
assistance under the Bureau welfare program, and there have never 
been many requests for general assistance under the Bureau’s welfare 

rogram. ‘This has been due to the fact that the large majority of 
amilies have resources and have been self-supporting. Any families 
needing assistance have been eligible either for public assistance under 
the social-security program administered by the county department 
of public welfare or for emergency aid granted by the county com- 
missioners or by the Oklahoma Emergency Relief Agency. 

Agricultural services —The county agricultural extension agent and 
the local soil conservation district technicians make their services 
available to Indians as well as to non-Indians. 

Credit.—Credit facilities under the Indian Reorganization Act of 
June 18, 1934 (48 Stat. 984), and the Oklahoma Indian Welfare Act 
of June 26, 1936 (49 Stat. 1967), as amended and supplemented, are 
available to individual Indians. There are no loans outstanding to 
the tribe or to members of this tribe from these sources. 

Law and order.—Law and order are handled by the regular State 
and county enforcement officials. There are no Indian police or 
tribal courts. In the past, Indians have been members of the law 
enforcement body of the county and perhaps will be in the future. 

Roads.—There are no Bureau-maintained roads. All roads are 
maintained by the State and county authorities. 

Individual Indian money accounts.—No accounts are maintained for 
members of this tribe. 

The favorable report of the Department of the Interior on S. 3970, 
together with a letter from Lawrence E. Zane, first chief of the Wyan- 
dotte Tribe, urging the passage of this legislation, are set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 26, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Senator Murray: Your committee has requested a 
report on S. 3970, a bill to provide for the termination of Federal 
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supervision over the property of the Wyandotte Tribe of Oklahoma 
and the individual members thereof, and for other purposes. 

We recommend that the bill be enacted. 

The bill provides for the termination of Federal supervision over 
the trust and restricted property of the Wyandotte Tribe of Oklahoma, 
provides for the preparation of a final roll of all persons claiming 
membership rights in the tribe or an interest in its assets, vests title 
to pro rate shares of the tribal property in such enrollees, and author- 
izes the Secretary of the Interior to divide the tribal trust property 
among the members of the tribe by partition or sale, or to transfer 
title to a trustee, corporation, or other legal entity organized by the 
tribe. The bill further provides that upon the request of any of the 
owners of undivided interests in allotted lands (that is, the owners 
of so-called fractionated heirship interests), the Secretary of the 
Interior may segregate their undivided interests by partition if 
practicable and otherwise by sale. Should it not be possible to locate 
any of the owners of fractionated heirship interests in allotted land, the 
Secretary may cause such lands to be sold and deposit the proceeds 
of sale for the benefit of the owners in the Treasury of the United 
States for safekeeping. 

Upon the removal of Federal restrictions upon the property of the 
tribe and the individual members thereof, the bill provides that the 
Secretary shall issue a proclamation declaring that the Federal trust 
relationship to the affairs of the tribe and its members has terminated. 

The bill also authorizes the Secretary to undertake a special pro- 
gram of education and training designed to help the adult members of 
the tribe to earn a livelihood, to conduct their own affairs, and to 
assume their responsibilities as citizens without special services 
because of their status as Indians. As may be noted in the enclosed 
summation of background data on the Wyandotte Tribe, the members 
are almost completely integrated in the non-Indian community, and 
in general their economy is comparable to that of their neighbors. 
This special program is intended to insure that all members will have 
an opportunity to make the transition to unrestricted status on a 
viable and creditable plane. 

This bill was drafted after long and protracted negotiations with 
the tribe. By a resolution dated February 17, 1956, the tribe ap- 
proved this bill and recommended to the Secretary of the Interior 
that the bill be submitted to Congress with recommendations that it 
pass. The official position of the tribal council is transmitted with 
this report. 

A section-by-section analysis of the bill is enclosed. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 
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WYANDOTTE TRIBE OF OKLAHOMA, 
Miami, Okla., June 23, 19656. 
Hon. Joser C. O’Manoney, 
United States Senate, 
Washington, D. C. 


Dear FRIEND: A copy of the letter of the Honorable Mr. LaFarge 
which was asserted in the Congressional Record of the United States 
Senate, I wish to thank you for the information. Hope you can 
help the Wyandottes by pushing along the Wyandotte termination 
bill. Can you help me with a followup on the progress of the bill? 
I have had a meeting with the tribe and they are very anxious to have 
this bill 3970 passed this session. For you realize if the bill isn’t 
passed this term it will be much harder next year to come up with it. 

I can assure you the members of the tribe are all in accord for its 
passage. Thanking you for introducing the bill. 

I remain, your friend. 

Sincerely, 
LAWRENCE E. ZANE, 
First Chief. 
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Calendar No. 2555 


BATH CONGRESS } SENATE $ REPORT 
2d Session No. 2518 


PROVIDING THAT PAYMENTS BE MADE TO CERTAIN MEMBERS 
OF THE PINE RIDGE SIOUX TRIBE OF INDIANS AS REIMBURSE- 
MENT FOR DAMAGES SUFFERED AS THE RESULT OF THE ESTAB- 
LISHMENT OF THE PINE RIDGE AERIAL GUNNERY RANGE 


JuLy 11, 1956.—-Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular A ffairs, 
submitted the following 


REPORT 


[To accompany H. R. 5838) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 5838) to provide that payments be made to 
certain members of the Pine Ridge Sioux Tribe of Indians as reim- 
bursement for damages suffered as the result of the establishment of 
the Pine Ridge aerial gunnery range, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

EXPLANATION OF THE BILL 


The purpose of H. R. 5838, as passed by the House is to provide 
that payments be made to certain members of the Pine Ridge Sioux 
Tribe of Indians as reimbursement for damages suffered as the result 
of the establishment of the Pine Ridge aerial gunnery range in South 
Dakota, The bill authorizes and directs the Secretary of the Interior 
to pay the sum of $3,500 to the head of each of the 125 Indian families 
that were domiciled on August 1, 1942, on lands that were taken in 
1942 by the Army for an aerial gunnery range. If the head of the 
family is deceased, the payment. will be made to the heirs or devisees. 

Payment of the $437,500 (125 multiplied by $3,500) shall be in full 
and complete settlement of all claims of such Indians and their heirs 
against. the United States for damages suffered as the result of bein 
forced to move from their homes and being forced to relocate a 
reestablish themselves elsewhere because such lands were taken for 
this gunnery range. 
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REIMBURSEMENT FOR DAMAGES 


BACKGROUND OF THE BILL 


In 1942 the Secretary of the Army selected for use as an acrial 
gunnery range a tract of land 43 miles long and 12% miles-wide in 
the northwestern part of the Pine Ridge Reservation in South Dakota, 
and subsequently disrupted the lives of some 10,600 Oglala Sioux 
Indians. In July 1942 representatives of the War Department filed 
condemnation proceedings on the lands taken. 

The 125 Indian families involved in this legislation were ordered to 
vacate their homes and property in less than 30 days because the 
range was sorely needed by the Army for bombing practice. Many 
permanent improvements that had been made by the Indians had to 
be sacrificed. In spite of a 30-day delay in vacating a portion of the 
reservation required for the gunnery range, the evacuation was 
carried out under adverse conditions resulting in considerable hard- 
ship and damage to personal possessions and property. 

In due course, condemnation proceedings on behalf of the 125 
familes were filed by the Department of Justice on September 7, 1942, 
in the United States District Court for the District of South Dakota 
(Western District). Just compensation for the land as determined 
by the court in the sum of $755,447.32 for the 231,681.44 acres taken 
from the tribe was paid to the former owners. Basis of appraisal 
was “the fair market value” or “just compensation” for the land 
and improvements considered as a unit; 95 percent of the land bought 
was grazing land and the remainder was considered cropland or 
meadow; average grazing-land price was $2.371 per acre; cropland, 
$7.526; for meadow, $7.39. 

The instant 125 families held 27,400 acres, for which they received 
the sum of $83,000 for the land and $34,000 for the improvements. 
The Department of Justice feels that the legal proceedings were 
properly and regularly conducted and the cost of damages has been 
judicially determined. Therefore, a reopening of the case could 
establish an undesirable precedent in connection with other Federal! 
land transactions with Indians, both as regards those already settled 
and those arising in the future. 

The Department of the Army concurs with the Department of 
Justice that just compensation has been paid for the land taking, but 
notes that section 1 of the bill provides that the payment of the sum 
specified therein shall be in full and complete settlement of all claims 
of certain Indians and their heirs against the United States for damages 
suffered as a result of being forced to move from their homes, and 
being forced to relocate and reestablish themselves elsewhere because 
such lands were taken for an aerial gunnery range. An existing statute 
(66 Stat. 624, sec. 401 (b)), approved July 14, 1952, authorizes the 
reimbursement of owners and tenants of lands used for residential or 
agricultural purposes to be acquired for public works projects of the 
military departments, the expense and other losses incurred by them 
in the process and as a direct result of the moving of themselves and 
their families and possessions because of such acquisition of land, 
provided, however, that a fully supported application for such reim- 
bursement shall be made within 1 year following the date of acquisi- 
tion. Obviously the 1-year provision cannot be met at this time, but 
it should be noted that following passage of the act of July 14, 1952, 
Congress has seen fit to provide reimbursement in a similar circum- 
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stance. An example is Public Law 776, 83d Congress, involving pay- 
ments made to the Cheyenne River Sioux Tribe of South Dakota in 
conjunction with the construction of the Oahe Dam and Reservoir. 
The Secretary of the Army feels that the Secretary of the Interior is 
in a better position to determine whether these 125 families should be 
included under the act of July 14, 1952. 

On December 24, 1952, the Secretary of the Interior recommended to 
the Committee on Interior and Insular Affairs that the follow: ing sched- 
ule of benefits for damages be made to the 125 Indian families actually 
domiciled on the gunnery range as of August 1, 1942: 

New house and improvements (outbuildings, well, windmill, fencing, 

etc.) or apply on purchase of land if present housing is adequate $2, 000 
Loss of income while moving, and before obtaining a job or becoming 

established over a period of 8 months, at $100 a month___.. 800 
Moving expenses, including all costs of moving from former location by 

whatever means used 300 
Unexpected costs of becoming established in new home 400 


3, 500 

While it is recognized that $2,000 will be inadequate to pay the 
cost of construction of the type of home required in the rigorous climate 
of South Dakota, it is felt that the sum will augment the amount 
received by the earlier judgment. 

The Secretary of the Interior has also taken the position that the 
Sioux tribal members have not been adequately compensated by 
basing his conclusion on the following assertions: 

(1) Land values in 1942 when the appraisals were made were 
near a 40-year low; 

(2) Rules governing appraisal were strict and made no allow- 
ance for disturbance values, or for the costs of relocation and 
reestablishment of the dispossessed families; 

(3) Adequate channels for appeal from appraisals were not 
readily available to the Indians; 

(4) The more generous settlements made with those who re- 
fused to accept the original appraisals led to the conclusion that 
they may have been low; 

(5) Removal from social-security rolls (which resulted from 
payments being made) and collection on old-age assistance liens 
depleted the capital of individuals whose land was taken; 

(6) Credit and rehabilitation funds were inadequate to meet 
the needs of those whose lands and homes were taken; 

(7) The fact that oil and mineral rights had no known values 
did not warrant their being taken without compensation. 

The Secretary of the Interior stated that the compensation received 
by the 125 families resulting from the condemnation proceedings 
included no allowance for loss of income while vac ating the area, or 
for the cost of the relocation and reestablishment of homes elsewhere. 
The Secretary recognizes that early and conflicting notices to vacate 
the area caused much haste and confusion, resulting in monetary loss 
and distress to the Indians. He feels that the payment of an addi- 
tional $3,500 to each of the 125 families appears to be a reasonable 
settlement of their claims. 
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DEPARTMENTAL REPORTS 


Reports from the Departments of the Interior. the Army, and Justice 
are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D..C., July 27, 1955. 


Hon. CLAIR ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear MR. EnGLeE: Your committee has requested a report on 
H. R. 5838, a bill to provide that payments be made to certain mem- 
bers of the Pine Ridge Sioux Tribe of Indians as reimbursement for 
damages suffered as the result of the establishment of the Pine Ridge 
aerial- -gunnery range, and to provide a rehabilitation program for the 
Pine Ridge Sioux Tribe of Indians. 

We recommend that the bill be enacted if it is amended as suggested 
below. 

The bill provides for the payment of $3,500 to the head of each of 
the 125 Indian families that were domiciled on August 1, 1942, on 
lands of the Pine Ridge Sioux Indians that were taken in 1942 by 
the Army for an aerial-gunnery range. This amount totals $437,500 
If the head of the family is deceased the payment will be made to 
his heirs. 

The circumstances surrounding the taking of the land from the 
Indians are described in a report prepared by the Bureau of Indian 
Affairs entitled ‘Investigation of Pine Ridge Aerial Gunnery Range 
Taking for the Committee on Interior and Insular Affairs, United 
States House of Representatives,” dated April 10, 1952. The report 
was prepared at the request of the House Committee on Public 
Lands, and was submitted to your committee with our report dated 
May 19, 1954, on H. R. 3060, 83d Congress. The purchase price 
paid to the Indians included no allowance for loss of income while 
vacating the area, or for the cost of the relocation and reestablishment 
of homes elsewhere. Early and apparently conflicting notices to 
vacate the area caused much haste and confusion resulting in monetary 
loss and distress to the Indians. The payment of an additional 
$3,500 to each family appears to be a reasonable settlement of their 
claims. 

The bill also authorizes an appropriation of $13,426,800 which 
shall be deposited in the Treasury of the United States and draw 
interest at 4 percent per annum until expended by the Secretary 
of the Interior for the rehabilitation of all enrolled members of the 
Pine Ridge Sioux Tribe of Indians without regard to whether they 
resided within the area of the gunnery range. We recognize the 
necessity for improving the economic and social status of many of our 
Indian people, and we are taking steps to meet the immediate need 
through effective programs of health, education, and economic 
development. Long-range programs are also being developed as 
rapidly as possible in cooperation with the Indian people and on the 
basis of a careful analysis of the problems and the potential develop- 
ment of reservation and nearby resources. 

The Pine Ridge Sioux Reservation is one of the first reservations for 
which a complete economic survey and the development of a long- 
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range program are contemplated. Until these are completed, however, 
it is not possible to determine the type of program that is needed or to 
estimate its cost. The pending bill does not adequately meet the 
problem because it does not state specifically the purposes for which 
the money is to be spent or the results that are expected to be ac- 
complished. 

The following amendments to the bill are recommended: 

1. On page 2, lines 10 and 12, after “‘heirs’’ insert “or devisees’’; 

2. Delete all of section 2. 

3. Delete all of subsection 3 (b). 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., August 1, 1955. 
Hon. CLAIR ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. Cuatrrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to H. R. 5838, 84th Congress, a bill to provide that 
payments be made to certain members of the Pine Ridge Sioux Tribe 
of Indians as reimbursement for damages suffered as the result of 
the establishment of the Pine Ridge aerial gunnery range, and to 
provide a rehabilitation program for the Pine Ridge Sioux Tribe of 
Indians. The Secretary of Defense has delegated to the Department 
of the Army the responsibility for expressing the views of the Depart- 
ment of Defense thereon. 

The Department of the Army on behalf of the Department of 
Defense has considered the above-mentioned bill, the purpose of 
which is indicated in its title. 

In establishing the Rapid City aerial gunnery range approximately 
50 miles southeast of Rapid City, S. Dak., in 1942, the United States 
acquired 231,681.44 acres within the Pine Ridge Indian Reservation 
through a condemnation proceeding. In this proceeding, which was 
conducted under the supervision of the Department of Justice, the 
Indians were represented by Mr. W. O. Roberts, superintendent of 
the Pine Ridge indian Reservation, on behalf of the Secretary of the 
Interior. Judgment entered in the proceeding provided for the pay- 
ment of $755,447.32 as just compensation for the taking of these 
lands. The property is used and controlled by the Department of 
the Air Force. 

Section 1 of the bill provides that the payment of the sum specified 
therein shall be in full and complete settlement of all claims of certain 
Indians and their heirs against the United States for damages suffered 
as a result of being forced to move from their homes, and being forced 
to relocate and reestablish themselves elsewhere because such lands 
were taken for an aerial gunnery range. In this connection, it may 
be noted that section 401 (b) of the act of Congress approved July 14, 
1952 (66 Stat. 624), as amended, authorizes the reimbursement of 
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owners and tenants of lands used for residential or agricultural pur- 
poses to be acquired for public works projects of the military depart- 
ments, the expenses and other losses and damages incurred by them 
in the process and as a direct result of the moving of themselves and 
their families and possessions because of such acquisition of land, 
provided, however, that a fully supported application for such reim- 
bursement shall be made within 1 year following the date of acquisition. 
However, the problem posed by the bill as to whether similar pay- 
ments should be made to the persons within the scope of section 1, or 
whether the broad rehabilitation program contemplated by sec tion 2 
of the bill should be undertaken, involves considerations of Federal 
policy applicable to the singular relationship existing between the 
Federal Government and Indian tribes, about which the Department 
of the Interior is in a better position to advise the committee. 

Section 3 of the bill indicates that its enactment will involve the 
expenditure of Federal funds totaling $13,864,300. 

This report has been coordinated within the Department of Defense 
in aceordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 
Sincerely yours, 

Witser M. Brucker, 
Secretary of the Army. 


ns 





DEPARTMENT OF JUSTICE, 
April 19, 1956. 
Hon. CLAIR ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 5838) 
to provide that payments be made to certain members of the Pine 
Ridge Sioux Tribe of Indians as reimbursement for damages suffered 
as the result of the establishment of the Pine Ridge aerial gunnery 
range, and to provide a rehabilitation program for the Pine Ridge 
Sioux Tribe of Indians. 

The bill would authorize an appropriation of $437,500 to provide 
for the payment of $3,500 to each of 125 Indian families. It would 
provide that the payment of such sum ‘* * * shall be in full and 
complete settlement of all claims of such Indians and their heirs 
against the United States for damages suffered as a result of being 
forced to move from their homes, and being forced to relocate and 
reestablish themselves elsewhere because such lands were taken for an 
aerial gunnery range.” 

The bill also would authorize an appropriation of $13,426,800 to 
be expended by the Secretary of the Interior for a program of 
rehabilitation for all enrolled members of the Pine Ridge Sioux Tribe 
of Indians, without regard to whether any particular member of such 
tribe was actually 1 resident within the area taken for the aerial gunnery 
range at the time of taking. The program of rehabilitation would be 
directed to the improvement of the economic, social, religious, and 
community life of all such Indians, to the end that such Indians will 
be placed in a condition at least as advantageous as the condition they 
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would have been in if their land had not been taken for an aerial 
gunnery range. 

The provision for the payment of $3,500 to each of 125 Indian 
families is similar to a provision in the bill (H. R. 3060) in the 83d 
Congress and apparently is for the same purpose. The Department 
submitted an adverse report to your committee on this feature of the 
bill. As pointed out in that report the records show that the con- 
demnation proceedings for the acquisition of land for the aerial 
gunnery range were properly and regularly conducted by this Depart- 
ment. Just compensation for this land, as determined by the court, 
was paid to the former owners. Where legal proceedings have 
been properly and regularly conducted and the matters involved have 
been judicially determined, such proceedings should not be used 
indirectly as justification for making further payments as here pro- 
posed. Such an approach could establish an undesirable precedent 
in connection with other Federal land transactions both as regards 
those already settled as well as those arising in the future. 

The bill also appears to have for its purpose the rehabilitation of the 
Indian beneficiaries. The Department is not informed as to the 
considerations which are deemed to justify the appropriation for that 
purpose of $13,426,800, plus interest at 4 percent until expended. 
However, it is to be noted from section 2 of the bill that the program of 
rehabilitation is designed in part at least, to place the Indians in a 
condition at least as advantageous as the condition they would have 
been in if their land had not been taken for an aerial gunnery range. 
Accordingly, to the extent that this appropriation is designed to 
provide additional payment for the acquisition of the land acquired 
and for which compensation has been paid it would seem objectionable. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
WiıLLraMĪM P. ROGERS, 
Deputy Attorney General. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 5838. 
© 
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Calendar No. 2556 


SENATE i REPORT 
No. 2519 


PROVIDING FOR THE TERMINATION OF FEDERAL SUPERVISION 
OVER THE PROPERTY OF THE PEORIA TRIBE OF INDIANS IN 
THE STATE OF OKLAHOMA AND THE INDIVIDUAL MEMBERS 
THEREOF 


JuLy 11, 1958.—Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To aceompany 8. 3968] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 3968) to provide for the termination of Federal su- 
pervision over the property of the Peoria Tribe of Indians in the State 
of Oklahoma and the individual members thereof, and for other pur- 
poses, having considered the same, report favorably thereon with an 
amendment and recommend that the bill do pass. 

The amendment is as follows: 

On page 2, line 6, delete “such” and insert in lieu thereof ‘“‘shall”, 


EXPLANATION OF THE BILL 


The purpose of S. 3968 is to provide for the termination of Federal 
supervision and control over the affairs of the Peoria Tribe of Indians 
of Oklahoma and the individual members thereof. 

Following long and protracted negotiations with officials of the 
Department of the Interior, the tribe adopted the following resolu- 
tion, dated February 18, 1956, with respect to the introduction of this 
legislation: 


Resolution 


Whereas representatives of the Secretary of the Interior 
have been in consultation with officers and representatives 
of the Peoria Tribe of Indians of Oklahoma concerning the 
provisions of proposed legislation to be introduced in the 
present session of the Congress of the United States, to be 
entitled, in substance: ‘A bill to provide for the termination 
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of Federal supervision over the Peoria Tribe of Indians in 
the State of Oklahoma and individual members thereof, and 
for other purposes”; 

Whereas the officers and representatives of said Peoria 
Tribe.of Indians of Oklahoma have reviewed, discussed, and 
considered the terms and provisions of the said proposed 
legislation and are reasonably familiar therewith, and believe 
the same embodies legislation which will be beneficial to the 
individual members of the tribe, with two exceptions: Now, 
therefore, be it 

Resolved by the Peoria Tribe of Indians of Oklahoma, in 
meeting assembled in headquarters of the Quapaw Area Field 
Office, Miami, Okla., on the evening of the 18th day of February 
1956, That the said tribe of Indians do approve of the pur- 
poses, intent, theory, and form of said proposed bill, and will 
pass and approve such proposed legislation, providing the 
following insertions are made in the proposed bill: 

“The tribe shall have a period of six months from the date 
of this Act in which to prepare and submit to the Secretary a 
proposed roll of the members of the tribe living on the date 
of this Act, which shall be published in the Federal Register. 
The proposed roll shall be prepared in accordance with 
eligibility requirements prescribed in the tribe’s constitution 
and bylaws. If the tribe fails to submit such roll within 
the time specified in this section, the Secretary of the 
Interior shall prepare a proposed roll for the tribe, which 
shall be published in the Federal Register. Any person 
claiming membership rights in the tribe or any interest in 
its assets, or a representative of the Secretary on behalf of 
any such person, may, within sixty days from the date of 
publication of the proposed roll, file an appeal with the 
Secretary contesting the inclusion or omission of the name 
of any person on or from such roll. The Secretary shall 
review such appeals and his decisions thereon shall be final 
and conclusive. After disposition of all such appeals by the 
Secretary, the roll of the tribe shall be published in the 
Federal Register, and such roll shall be final for the purposes 
of this Act”; and 

“Section 4 (a), having to do with the revocation of the 
Charter; and 

“Section 4 (b) providing for the termination of all powers 
of the Secretary of the Interior or other officer of the United 
States to take, review, or approve any action under the con- 
stitution and bylaws of the tribe shall be changed to provide 
for the continuance in force and effect the same powers 
now vested in the Secretary of the Interior over the affairs 
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of the Peoria Tribe of Indians until all tribal claims have been 
prosecuted to final conclusion”. 
Passed and approved this the 18th day of February 1956. 
PEORIA TRIBE OP INDIANS 
OF OKLAHOMA, 
Guy FROMAN, 


Chief. 

SHERMAN STALON, 
Second Chief. 

Mrs. Rusy GILES, 
Councilman. 


Secretary-Treasurer Alice Eversole and Councilman G. B. 
McNorton absent from meeting. 


S. 3968 has been drafted in such a fashion as to reflect the desires 
of the tribe, including the incorporation of the modifications set forth 
in the tribal resolution. 

The section-by-section anaylsis of the substantive provisions of 
S .3968 is as follows: 

1. Section 1 of the bill is a statement of purpose. 

2. Section 2 of the bill provides for the termination of trust restric- 
tions on lands of individuals at the end of 3 years from the date of the 
act. 

3. Section 3 of the bill provides that the Federal trust relationship to 
the affairs of the Peoria Tribe and its members shall terminate 3 years 
after the date of this act, and thereafter such Indians will have the 
same status under State and Federal law as any other person or citizen. 
Prior to the termination of the Federal trust relationship, the Secre- 
tary is authorized to undertake a special program of education and 
training designed to help the members of the tribe to earn a livelihood, 
to conduct their own affairs, and to assume their responsibilities as 
citizens without special services because of their status as Indians. 

4. Section 4 of the bill revokes any corporate charter issued by the 
Secretary to the tribe, terminates the power of the Secretary or other 
Federal officer to take, review, or approve any action under a tribal 
constitution, and terminates any constitutional power of the tribe 
which is inconsistent with the provisions of this bill. 

5. Section 5 of the bill protects claims heretofore filed against the 
United States by the tribe. 

6. Section 6 of the bill provides for the preparation and publication 
in the Federal Register of a membership roll for the tribe, which will 
be final for the purposes of this act. Primary responsibility for prepa- 
ration of the roll is placed on the tribe. The Secretary will publish 
the roll prepared by the tribe without reviewing it. Corrections of 
the roll will be handled entirely by the appeal process. Any aggrieved 
person may appeal to the Secretary. After the Secretary has decided 
all appeals, he will republish the roll, and it will be final for the pur- 
poses of the act. As the Secretary does not review the roll except to 
the extent necessary to decide appeals, a local representative of the 
Secretary is given the right to appeal on behalf of any Indian in order 
that he may protect the rights of persons who should but fail to appeal, 
to the extent he knows about them. 

The members of the Peoria Tribe are almost completely integrated 
into the non-Indian community. Only 180 individuals out of a total 
of 466 enrollees live on or in the vicinity of the reservation. ‘There are 
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no tribal lands, and restrictions on allotted lands expired in 1915. 
The services furnished to these people by the Indian Bureau have been 
very limited because of their almost complete assimilation into the 
non-Indian population. However, in order to assist the adult Indian 
in the transition to unrestricted status, the Secretary is authorized, 
during the 3-year termination period, to undertake a special program 
of education and training to help the Indians earn a livelihood, con- 
duct their own affairs, and assume their responsibilities as citizens. 
The historical background of the Peoria Tribe, together with current 
information on the social and economic status of its members, is set 
~ in the attached report submitted by the Bureau of Indian 
airs. 


BACKGROUND DATA, PEORIA TRIBE 


1. Reservation—establishment and location 


The Peoria and Miami Reserve was established by treaty of Febru- 
ary 23, 1867, and comprised about 50,000 acres. Of this land, 43,334 
acres were allotted to 218 Indians. ‘The residue of 6,313.27 acres was 
not allotted and was subsequently sold under the act of May 27, 1902. 

At the time of allotment, a total of 153 original allotments were 
made to Peoria Indians, totaling 30,455.91 acres, and a total of 65 
allotments were made to Miami Indians, totaling 12,878.63 acres 
The restrictions against alienation on the allotted land expired in 
1915 and were not extended beyond that date. 


2. Tribal history 


The Peoria Indians were one of the five principal tribes of the 
Iilinois confederacy. Their home territory was in central Illinois, 
near the lower end of the expansion of the Illinois River near the 
resent Peoria. At the close of the war carried on by the Sauk and 

ox and other northern tribes against the Illinois, about 1768, the 
Kickapoo took possession of this village and made it their principal 
settlement. About the same time a large part of the Peoria crossed 
over into Missouri, until they removed to Kansas. 

The main body of the Peoria remained on the east bank of Illinois 
River until 1832, when, by treaty of October 27, 1832 (7 Stat. 403), 
they united with Kaskaskia Indians. ‘he tribes sold to the United 
States their claims in Illinois and Missouri, and they were assigned 
a reservation in Kansas. A treaty of May 30, 1854 (10 Stat. 1082- 
1087), with the Kaskaskia and Peoria Indians and the Piankeshaw and 
Wea Indians provided for union of the four tribes. Certain lands 
in Kansas ceded to these Indians under 1832 treaties were ceded to 
the United States. The treaty of 1867 provided for a new reservation 
in the Indian Territory. The confederated Peoria, Kaskaskia, Wea, 
and Piankeshaw Indians agreed that the Miami Indians might con- 
federate with them. In 1868, the united tribes removed to the 
Quapaw Reservation in the Indian Territory. 


8. Population data 


Number 
as TO O 2 a i eset Ses eo: BAS 466 
(b) Individuals residing on or in vicinity of reservations......__...-_-_- 180 
ia), hed saber PO 5 os iis eis depuis on ledaad cen aenseus 5 
(d) Number unable to speak English a a a a Be a U 
ERE O R E T a eSa ee e e a Aa 0 


The tribe has never maintained a roll. It has depended on the 
census roll prepared by the Bureau, and the last roll prepared was 
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in 1940. The above are the estimated tribal population figures as 
of December 1954. 


4. Land under administration of Bureau of Indian Affairs 
None. 
5. Family economie data 


The trust period expired on Peorias in 1915. All members of this 
tribe are citizens of the State in which they live and of the United 
States. In fact, they are almost completely assimilated into the non» 
Indian population and in general the per family income is comparable 
to that of non-Indian families. 

The Indians appear to be able to qualify for almost any job or type 
of employment available, which includes a wide range of occupations. 
Some are skilled electricians, plumbers, miners, carpenters, upholster- 
ers, salesmen, typists, stenographers, artists, teachers, and some hold 
public office. 


6. Tribal organization 


The Peoria Tribe operates under a written constitution and bylaws 
approved and ratified under the provisions of section 3 of the act of 
June 26, 1936 (49 Stat. 1967). The constitution was approved August 
16, 1939, and ratified October 10, 1939; the charter was issued April 
17, 1939, and ratified June 1, 1940. The constitution provides for a 
business committee, and this committee transacts most of the business 
of the tribe. The tribe makes no attempt at self-government. In- 
dividual members of the tribe are subject to the laws of the State in 
which they reside as to their personal conduct. 


9. Services furnished by the Bureau 


Generally speaking, the Indians of the Peoria Tribe have access to 
the same educational, health, welfare, agricultural, and credit service 
facilities as non-Indians. 

Edueation.—With the exception of two Peoria-Quapaw children 
who are enrolled in the Bureau-operated Seneca Boarding School, all 
Peoria children attend public schools. Bureau funds are not being 
expended under the Johnson-O’Malley Act on behalf of any Peoria 
children. 

Health.—Prior to transfer of all Bureau health activities to the 
United States Public Health Service on July 1, 1955, there were no 
Bureau-operated hospitals in the area; hospital care was not pro- 
vided through non-Bureau hospitals; and no Bureau personnel gave 
medical service in nonhospital facilities. Members of the tribe have 
used non-Bureau medical facilities for years just as non-Indians do. 
Eligibility for medical and hospital services presently being furnished 
by the Public Health Service to members of the tribe because of their 
special status as Indians will be terminated by the provisions con- 
tained in this legislation. However, any members of the tribe who 
are unable to pay for medical and hospital care will receive the same 
services as received by non-Indian indigents upon application to the 
State welfare department. The Public Health Service contracts with 
the State health department to provide the same preventive health 
services to Indians as is provided for non-Indians. 

Welfare-—At the present time, no Peorias are receiving general 
assistance under the Bureau welfare program and there have never 
been many requests for general assistance under the Bureau’s welfare 
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program. This has been due to the fact that the large majority of 
families have resources and have been self-supporting. Any families 
needing assistance have been eligible either for public assistance 
under the social security program administered by the county de- 
partment of public welfare or for emergency aid granted by the 
county commissioners or by the Oklahoma Emergency Relief Agency. 

Agricultural servic county agricultural extension agent and 
the local soil conservation district technicians make their services 
available to Indians as well as to non-Indians. 

Credit.—Credit facilities under the Indien Reorganization Act of 
June 18, 1934 (48 Stat. 984), and the Oklahoma Indian Welfare 
Act of June 26, 1936 (49 Stat. 1967), as amended and supplemented, 
are available to individual Indians. There are no loans outstanding 
to the tribe or to members of this tribe from these sources. 

Law and order.—Law and order are handled by the regular State 
and county enforcement officials. There are no Indian police or 
tribal courts. In the past Indians have been members of the law 
enforcement body of the county and perhaps will be in the future. 

Roads.—There are no Bureau-maintained roads. All roads are 
maintained by the State and county authorities. 

Individual Indian money accounts.—Only one individual maintains 
an account. 

The favorable report of the Department of the Interior on S. 3968 
is as follows: 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 26, 1956. 
Hon. James E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Senator Murray: Your committee has requested a 
report on S. 3968, a bill to provide for the termination of Federal 
supervision over the property of the Peoria Tribe of Indians in the 
State of Oklahoma and the individual members thereof, and for other 
purposes 

We recommend that the bill be enacted. 

The bill provides for the termination of Federal supervision over 
the affairs of the members of the Peoria Tribe of Oklahoma and the 
termination of Federal services furnished to these Indians because of 
their status as Indians. 

The bill also authorizes the Secretary of the Interior to undertake 
a special program of education and training designed to he!p the 
adult members of the tribe to earn a livelihood, to conduct their 
own affairs, and to assume their responsibilities as citizens without 
special services because of their status as Indians. As may be noted 
in the enclosed summation of background data on the Peoria Tribe, 
no land is held in a trust status, the members are almost completely 
integrated in the non-Indian community, and in general their economy 
is comparable to that of their neighbors. This special program is 
intended to insure that all members will have an opportunity to make 
the transition to unrestricted status on a viable and creditable plane. 

This bill was drafted after long and protracted negotiations with 
the tribe. By resolution dated February 18, 1956, the tribe approved 
a draft of the bill subject to the addition of a provision covering the 
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preparation of a final roll and subject to certain modifications in 
section 4 (a) and (b). These changes have been incorporated in the 
present bill. The official position of the tribal council is transmitted 
with this report. 

A section-by-section analysis of the bill is enclosed. 

The following amendment to the bill is recommended in order to 
correct a typographical error: On page 2, line 6, delete “such” and 
insert in lieu thereof ‘‘shall’’. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Westey A. D’Ewarrt, 
Assistant Secretary of the Interior. 


O 
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847TH CoNGRESS } SENATE Reporr 
2d Session No. 2521 


RELATING TO MOTOR VEHICLE SERVICE EMPLOYEES 
OF THE POST OFFICE DEPARTMENT 


Jury 11, 1956.—Ordered to be printed 


Mr. Orn D. Jounston of South Carolina, from the Committee on 
Post Office and Civil Service, submitted the following 


REPORT 


{To accompany 8. 4060} 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 4060) te amend section 607 of the Postal Field 
Serviee Compensation Act of 1955 to include employees in the Motor 
Vehicle Service, having considered the same, report favorably thereon 
with an amendment and recommend that the bill, as amended, do 
pass, 

AMENDMENT 


The committee amendment, which was recommended by the 
Postmaster General, is of a technical nature necessary to clarify and 
fully effectuate the objectives of the bill. 

Section 2 provides a definition of the term “assigned to road duty” 
when used in connection with employees in the Motor Vehicle 
Service. 

Section 3 is simply for the purpose of conforming other sections of 
the Postal Field Service Compensation Act of 1955 to the change made 
by section 1 of the bill. 

STATEMENT 


The purpose of this measure is to put employees of the Motor 
Vehicle Service who are assigned to road duty on the same basis as 
employees of the Postal Transportation Service who also are assigned 
to road duty. 

The measure will enable the Postmaster General to treat both 
groups of employees in a like manner in such matters as the fixing of 
tours of duty, allowances, and overtime assignments. 
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AGENCY VIEWS 


Attached is a letter from the Postmaster General recommending 
enactment of the bill, as amended. 


OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D. C., July 9, 1956. 
Hon. Orin Ð. JOHNSTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 

Dear Mr. Cnarrman: Reference is made to your request for a 
report on S. 4060, a bill to amend section 607 of the Postal Field 
Service Compensation Act of 1955 to include employees in the Motor 
Vehicle Service. 

The purpose of this legislation is to extend to employees of the 
Motor Vehicle Service the same benefits extended to employees in 
the Postal Transportation Service who are assigned to road duty. 
To accomplish this purpose, the measure would amend section 607 
of the Postal Field Service Compensation Act of 1955 (69 Stat. 127, 
128) by inserting “and the Motor Vehicle Service” after the words 
“Postal Transportation Service’ throughout the several subsections 
of section 607 of the act. 

This Department is not opposed to the purposes intended to be 
accomplished by this measure. The additional cost which might 
result would be negligible, and it is possible that some small savings 
might result from enactment of such legislation. 

It is necessary, however, that the measure be clarified. For example, 
it would not be practicable to extend the benefits to Motor Vehicle 
Service operators on the usual and ordinary motor vehicle routes 
within a city. Accordingly, it is suggested that the measure be 
amended by the addition of a section 2 to read as follows: 

“Sec. 2. As used in this section in reference to employees in the 
Motor Vehicle Service the term ‘assigned to road duty’ means assign- 
ment to a Motor Vehicle Service route which is not less than 50 miles 
in length one way.”’ 

It also is necessary that the Postal Field Service Compensation 
Act of 1955 be amended to exempt employees in the Motor Vehicle 
Service assigned to road duty from the provisions of sections 602 and 
603 (relating to hours of work, compensatory time, overtime, and 
holidays) as is done in the case of employees in the Postal Transporta- 
tion Service assigned to road duty. Accordingly, it is further recom- 
mended that S. 4060 also be amended by the addition of a section 
3 to read as follows: 

“Sec. 3. Subsection (b) of section 605 of the Postal Field Service 
Compensation Act of 1955 is amended by inserting after the words 
‘Postal Transportation Service’ the words ‘and the Motor Vehicle 
Service’.”’ 

If the measure is amended as suggested above, this Department 
recommends that the measure be enacted. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to the Committee. 

Sincerely yours, 
Maurice H. STANS, 
Deputy Postmaster General. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics): 


PosraL FIELD SERVICE COMPENSATION AcrT or 1955 
* * 


EXEMPTIONS OF CERTAIN EMPLOYEES FROM CERTAIN PROVISIONS 
RELATING TO PAY ADMINISTRATION 


Sec. 605: (a) *.* *. 

(b) Sections 602 and 603 of this Act do not apply to substitute 
employees and to employees in the Postal Transportation Service and 
Motor Vehicle Service assigned to road duty. 

(c) * * *, 


EMPLOYEES IN THE POSTAL TRANSPORTATION SERVICE 
AND THE MOTOR VEHICLE SERVICE 


Sec. 607. (a) The Postmaster General shall organize the work of 
employees in the Postal Transportation Service and Motor Vehicle 
Service who are assigned to road duty into regularly scheduled tours 
of duty. Such tours of duty shall aggregate an average of not more 
than eight hours a day for two hundred and fifty-two days a year, 
including an allowance of one hour and thirty five minutes for work 
to be performed on layoff periods. He shall not grant allowances of 
time for work performed on layoff periods to employees other than 
employees engaged in the distribution of mail. 

(b) Employees in the Postal Transportation Service and the Motor 
Vehicle Service assigned to road duty, except substitute employees, who 
are required to perform work in excess of the scheduled time of their 
regular tours of duty as established by the Postmaster General shall be 
paid at the rate of 150 per centum of their hourly basic compensation 
for such overtime work. In arriving at the amount of overtime to be 
paid at any time during the calendar year, any deficiencies accrued up 
to that time during the same calendar year shall be offset against any 
overtime work by the employee. 

(c) Substitute employees in the Postal Transportation Service 
and the Motor Vehicle Service assigned to road duty shall be paid on an 
hourly basis for actual work performed according to the time value 
of each trip of such road duty, including an allowance of time for all 
work required on layoff periods. 

(d) In addition, to compensation provided under this Act, the 
Postmaster General under regulations prescribed by him, may pay 
not more than $9 per day as travel allowances in lieu of actual expenses, 
at fixed rates per annum or by such other method as he deems equitable 
to regular and substitute employees in the Postal Transportation 
Service and the Motor Vehicle Service who are assigned to road duty, 
after the expiration of ten hours from the time the initial run begins. 

(e) Substitute employees in the Postal Transportation Service 
and the Motor Vehicle Service shall be credited with full time while 
traveling under orders of the Post Office Department to and from their 
designated headquarters to take up assignments, 


O 
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84TH CONGRESS } SENATE REPORT 
2d Session No. 2522 


RELATING TO CERTAIN MINING CLAIMS WHICH WERE ELIGIBLE 
FOR VALIDATION UNDER THE ACT OF AUGUST 12, 1953, BUT 
WHICH WERE NOT VALIDATED SOLELY BECAUSE OF THE FAIL- 
URE OF THE OWNERS TO TAKE CERTAIN ACTION TO PROTECT 
THEIR CLAIMS WITHIN THE PRESCRIBED PERIOD 


Jury 11, 1956.—0Ordered to be printed 


Mr. ANDERSON, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 3941) 


The Committee on Interior and Insular Affairs, to whom was 


referred the bill (S. 3941) relating to certain mining claims which 
were eligible for validation under the Act of August 12, 1953, but 
which were not validated solely because of the failure of the owners 
to take certain action to protect their claims within the prescribed 
period, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 


THE AMENDMENTS 


The amendments in the main are for the purpose of clarification, 
and the committee, to accomplish this purpose, has stricken all after 
the words ‘‘mining claim” on line 4, page 1, of the bill down to and 
including line 10 on page 2, and substituted in lieu thereof the fol- 
lowing: 

(1) which was located on lands of the United States 
in (a) section 20 of township 13 north, range 9 west, 
New Mexico principal meridian, McKinley County, New 
Mexico; or (b) situated in Johnson County, Wyoming, 
and within section 3, 4, 9, 10, 11, or 15, township 43 
north, or section 33 or 34, township 44 north, range 82 
west, sixth principal meridian; and 

(2) which could have been validated under the Act 
of August 12, 1953 (67 Stat. 539); and 
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RELATING TO CERTAIN MINING CLAIMS 


(3) which was not validated as provided in such Act 
solely because the owner thereof failed to post and file 
for record an amended notice of location as to such claim 
within the period allowed under section 1 (a) of such 
Act; 

shall, nevertheless, be effective to the same extent as if such 
mining claim had been validated under the provisions of and 
within the period allowed under such Act of August 12, 1953, 
and shall be entitled to the benefits of, and shall be subject 
to all applicable provisions and conditions of, the Act of 
August 13, 1954 (68 Stat. 708): Provided, That in order to 
obtain the benefits of this Act the owner of any such mining 
claim shall, not 


Attention is called that in the language substituted the benefits of 
the bill are extended to certain areas within Johnson County, Wyo. 

The second amendment would strike out section 2 of the printed 
bill, in that the clarifying amendment includes language that would 
accomplish the same as the stricken section. 


PURPOSE OF THE BILL 


The purpose of the bill is to allow certain mining claim locators 
additional time in which to validate claims which could have been 
validated under provisions of the act of August 12, 1953 (67 Stat. 539). 

The above-mentioned act provided that locators of certain mining 
claims on reserved lands containing fissionable material could be 
validated if the locators should, not later than 120 days after the date 
of enactment of the act of 1953, post on such claim in the manner 
required for posting notice of location of mining claims and file for 
record in the office where the notice or certification of location of such 
claim is of record an amended notice of location of such claim stating 
that such notice is filed pursuant to the provisions of this act and for 
the purpose of obtaining the benefits thereof. 

This prior legislation centered around the mining of fissionable 
source materials, and had the endorsement of the Atomic Energy 
Commission, as well as the endorsement of the Department of the 
Interior. 

Due to confusion in the filing and posting of applications for oil and 
gas leases covering these same lands which existed in certain land 
offices and confusion relating to regulations covering improvements 
on certain claims, some locators failed to come under the terms of the 
act of 1953 within the specified limitation of 120 days. 

The presently considered legislation would allow certain locators, 
that is, locators who could have validated their claims under the 
terms of the act of 1953 an additional 60 days in which to post and 
file an amended notice of location. Evidence presented before the 
committee established to its satisfaction that hardship considerations, 
and the importance of fissionable material production from the lands 
affected, justify the granting of this additional 60 days in which 
validation may be established. 

The bill does not confer any rights or benefits upon any individual 
or group of individuals that would not have been theirs under the 
terms of the act of 1953 had they, within the specified 120 days, 
taken the steps provided for in that act, nor does the bill amend in 
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any manner the act of August 13, 1954 (68 Stat. 708), although 
after any claim is validated under the terms of the bill it shall be 
subject to all applicable provisions and conditions of the act of August 
13, 1954. 

No appropriation of funds is involved and the committee was 
unanimous in urging adoption of the bill. 


INDUSTRY COOPERATION 


Representatives of the Western Oil & Gas Association and the 
American Mining Congress, each organization being concerned with 
legislation involving publicly owned lands in areas of oil and gas and 
fissionable material production, or potential production, cooperated 
with the committee in the drafting of the bill in its final form, and 
it has the endorsement of these two organizations. 


DEPARTMENTAL REPORT 


During the committee’s consideration of S. 3941, attention was 
called to the fact that no report had been received from executive 
agencies on this proposed legislation. 

It was the expressed opinion of the majority of the committee, that 
the committee was in danger of depending too much upon the crutch 
of departmental recommendations to bolster legislative responsibility. 

Congress generally has been more foresighted than the executive 
department in many matters, and the Congress is not bound in any 
manner whatsoever by the advisory opinions of executive agencies, 
whether they are furnished the Congress when requested or withheld. 
Congress has the final responsibility in charting and setting the source, 
both in the interests of the national defense and the national economy. 


THE ACT OF AUGUST 12, 1953 


Section 1 of the act of August 12, 1953 referred to in the pending 
legislation follows: 


Pusiic Law 250, 83D CONGRESS 
CHAPTER 405, Ist SESSION 
S. 1397 


AN ACT Relating to mining claims located on land with respect to which a 
permit or lease has been issued, or an application or offer for permit or lease 
has been made, under the mineral leasing laws, or known to be valuable for 
minerals subject to disposition under the mineral leasing laws, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) subject to the 
provisions of this Act and to any valid intervening rights acquired 
under laws of the United States, any mining claim located under the 
mining laws of the United States subsequent to July 31, 1939, and 
prior to January 1, 1953, on lands of the United States which were, 
at the time of such location— 

(1) included in a permit or lease issued under the mineral 
leasing laws; or 
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(2) covered by an application or offer for a permit or lease 
which had been filed under the mineral leasing laws; or 
(3) known to be valuable for minerals subject to disposition 
under the mineral leasing laws; 
shall be effective to the same extent as if such mining claim had been 
located on lands which were at the time of such location subject to 
location under the mining laws of the United States: Provided, how- 
ever, That in order to obtain the benefits of this Act, the owner of any 
such mining claim shall, not later than one hundred and twenty days 
after the date of enactment of this Act, post on such claim in the 
manner required for posting notice of location of mining claims and 
file for record in the office where the notice or certificate of location 
of such claim is of record an amended notice of location of such 
claim, stating that such notice is filed pursuant to the provisions of this 
Act and for the purpose of obtaining the benefits thereof. 

(b) Labor performed or improvements made upon or for the benefit 
of such mining claims after the original location thereof shall be 
recognized as applicable thereto for all purposes to the same extent 
as labor performed and improvements made upon or for the benefit 
of mining claims which are not affected by this Act. 

(c) Any withdrawal or reservation made after the original location 
of such mining claim affecting land covered by such mining claim is 
hereby modified and amended so that the effect thereof upon such 
mining claim shall be the same as if such mining claim had been 
located upon lands of the United States, which, subsequent to July 
31, 1939, and prior to the date of such withdrawal, were subject to 
location under the mining laws of the United States. 


O 
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BATH CONGRESS } SENATE REPORT 
2d Session No. 2523 


PROVIDING FOR THE ESTABLISHMENT AND OPERATION 
OF A MINING AND METALLURGICAL RESEARCH ESTAB- 
LISHMENT IN THE STATE OF MINNESOTA 


Jury 11, 1956.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 3508] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 3508) to provide for the establishment and opera- 
tion of a mining and metallurgical research establishment in the 
State of Minnesota, having considered the same, report favorably 
thereon and recommend that the bill do pass. 


PURPOSE OF THE BILL 


S. 3508, if enacted, would authorize and direct the Secretary of the 
Interior to establish, equip, and maintain a metallurgical research 
laboratory to be located somewhere in the State of Minnesota for the 
study, research, and investigation of mining operations; preparation, 
metallurgy, use, and conservation of the mineral resources of that 
region of the United States. Attention is called to the fact that the 
Cuyuna Range of that area appears to be potentially one of the richest 
sources of manganese in the continental United States, and that it is 
imperative to the national security that this Nation become as nearly 
self-sufficient in the production of manganese as it is possible to attain. 


NEED FOR THIS LABORATORY 


In numerous hearings before the Minerals Subcommittee of the 
Senate Committee on Interior and Insular Affairs held throughout 
the past 2 years in respect to America’s dependence upon foreign 
sources for many of its mineral requirements, attention has been 
called to the fact that there has long existed a need for a Bureau of 
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Mines’ operated metallurgical laboratory in the Cuyuna Range 
country. 

Consistent testimony has also been offered that there is a need for 
such a laboratory “located on the ground” for an adequate evaluation 
of our domestic sources of low-grade iron ores, in view of the ever 
dwindling of our high-grade iron ore reserves. 


DEPARTMENTAL REPORT 


During the committee’s consideration of S. 3508, attention was 
called to the fact that no report had been received from executive 
agencies on this proposed legislation, despite the fact that reports 
were requested on March 23, 1956. 

It was the expressed opinion of the majority of the committee, that 
the committee was in danger of depending too much upon the crutch 
of departmental recommendations to bolster legislative responsibility. 

Congress generally has been more foresighted than the executive 
department in many matters, and the Congress is not bound in any 
manner whatsoever by the advisory opinions of executive agencies, 
whether they are furnished the Congress when requested or withheld. 
Congress has the final responsibility in charting and setting the course, 
both in the interests of the national defense and the national economy. 

The bill was reported out unanimously with the recommendation 
that it do pass. 


O 
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BATH CONGRESS SENATE REPORT 
2d Session No. 2524 
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AMENDING THE ACT OF JULY 17, 1914, TO PERMIT THE 
DISPOSAL OF CERTAIN RESERVE MINERAL DEPOSITS 
UNDER THE MINING LAWS OF THE UNITED STATES 


Juty 11, 1956.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 6501) 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 6501) to amend the act of July 17, 1914, to permit 


the disposal of certain reserve mineral deposits under the mining laws 
of the United States, having considered the same, report favorably 
thereon and recommend that the bill do pass. 


OBJECTIVES OF H. R. 6501 


If enacted, H. R. 6501 would amend a 1914 act of Congress so as to 
permit holders of valid and subsisting rights to certain mineral deposits 
acquired by discovery and location made under the mining laws of 
the United States prior to the date of February 25, 1920, to perfect 
the titles thereto by obtaining patent to the mineral estate only. This 
would obviate the present requirement, impossible to meet in some 
cases, that holders of such claims, in order to obtain patents thereto, 
must first obtain the outstanding interest of the surface owner and 
thereafter reconvey the surface estate to the United States; a patent 
to the mining claim, including both mineral and surface estates, is 
then issued to the mining claimant. 

No appropriation of Federal funds is required by this legislation. 


EXPLANATION OF THE BILL 


By the act of July 17, 1914 (38 Stat. 509; 30 U.S. C., sees. 121-123), 
lands withdrawn, classified, or reported to be valuable for phosphate, 
nitrate, potash, oil, gas, or asphaltic minerals, which had been open to 
mineral entry only, were also opened to agricultural entry with the 
mineral deposits therein reserved to the United States. The mineral 
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deposits in these lands continued to be open to discovery and location 
under the mining laws of the United States, including the right to ob- 
tain patents thereto, until the enactment of the Mineral Leasing Act of 
February 25, 1920 (30 U.S. C., see. 181 et seq.). Since then, these 
mineral deposits have been subject to development only under leases 
issued by the United States. 

The committee notes that the act of July 17, 1914, thus provided 
for the creation of two estates, with the surface estate being made sub- 
servient to the mineral estate. The 1914 act provides that mining 
claimants may occupy so much of the surface of the land as may be 
required for all purposes reasonably incident to the mining and re- 
moval of the minerals therefrom, and to mine and remove such min- 
erals, upon payment of damages caused thereby to the owner of the 
surface of the land. 

Under the Department of the Interior decision in the case of James 
W. Bell (52 I. D. 197 (August 1927)) the owner of a valid mining 
claim located before February 25, 1920, on lands covered by the 1914 
act, in order to obtain a patent to the minerals, is required to acquire 
the outstanding interest of the surface owner and thereafter to execute 
a deed of reconveyance to the United States; subsequently, a mineral 
patent to the land, including both the surface * the minerals, is 
issued to the mining claimant. From 1946 to 1955, inclusive, 71 
mining claims, including 67 oil shale claims, were issued under this 
procedure. The committee is informed that in a few cases mining 
claimants have been unable to obtain the cooperation of the owners 
of the surface estate and have been prevented thereby from obtaining 
patent to the mineral estate. 

If enacted, H. R. 6501 would permit a qualifying mining claimant 


to be issued a patent to the mineral estate without requiring a re- 
conveyance of or otherwise disturbing the surface estate. 


TWO BILLS CONSIDERED 


When the committee considered H. R. 6501 it also had before it 
S. 2115. These two measures, being identical, were introduced in 
the respective bodies of Congress. The Department of Interior in 
reporting on H. R. 6501 and S. 2115 recommended that two amend- 
ments be adopted and these amendments were adopted by the House 
prior to passage of H. R. 6501 by that body and transmission of the 
bill to the Senate. 


DEPARTMENTAL REPORT 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 20, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator Murray: This is in reply to your request for 
the views of this Department on S. 2115, a bill to amend the act of 
July 17, 1914, to permit the disposal of certain reserved mineral 
deposits under the mining laws of the United States. 

i s recommend that S. 2115 be enacted, if amended as suggested 
elow. 
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The act of July 17, 1914 (88 Stat. 509, 30 U. S. C. secs. 121-123), 
provides that lands withdrawn, classified, or valuable for nitrate, 
potash, oil, gas, or asphaltic minerals shall, if otherwise available, be 
subject to appropriation, location, selection, entry, or purchase under 
the nonmineral land laws, but the United States is to reserve to itself 
the minerals on account of which the land is so withdrawn, classified, 
or reported to be valuable, together with the right to prospect for, 
mine, and remove those minerals. ‘The first sentence of section 2 of 
that act stipulates the conditions under which the locator, selector, 
entryman, or purchaser shall be entitled to a patent to the land in 
question, and the type of reservation of minerals to be made in that 
patent; the sentence provides that the reserved minerals are to be 
subject to disposal by the United States “only as shall be hereafter 
expressly directed by law.” S. 2115 would add to that sentence a 
—— s which would state that all mineral deposits heretofore or 
1ereafter reserved to the United States under the act which are sub- 
ject to valid existing rights acquired by discovery and location under 
the mining laws of the United States shall hereafter be subject to dis- 
posal by patent under the mining laws in force at the time of the dis- 
posal. Since the problem which S. 2115 is presumably intended to 
clear up concerns valid and subsisting rights acquired by discovery 
and location under the mining laws made prior to the enactment of 
the Mineral Leasing Act of February 25, 1920, we assume that the 
words “made prior to the date of the Mineral Leasing Act of Febru- 
ary 25, 1920 (41 Stat. 437),” were inadvertently omitted from the 
text of S. 2115 and we accordingly recommend that they be inserted 
after the words “United States” at page 2, line 3. The remainder of 
our report is based upon the assumption that that insertion is made. 

Under the United States mining laws the only way that a mineral 
locator can acquire title to the leasable minerals mentioned in the 
act of July 17, 1914, is to have validated the claim prior to the act of 
February 25, 1920, or to have been in diligent prosecution of work 
leading to a discovery at the date of the act which thereafter led to a 
valid discovery. However, if the surface title of the land including 
the mining claim had been disposed of with a reservation of the leas- 
able minerals under the act of July 17, 1914, the owner of the mining 
claim, in order to obtain a patent to the minerals, is required under 
the decision in the case of James W. Bell (52 I. D. 197 (August 1927)), 
to acquire the outstanding interest of the surface owner and there- 
after to execute a deed of reconveyance to the United States. The 
apparent purpose of this bill is to obviate the necessity for requiring 
such a reconveyance, and to permit the locator or his successor in 
interest to be issued a patent for the reserved minerals which are 
subject to valid and subsisting rights acquired by discovery and loca- 
tion under the mining laws 

Though we heartily endorse the purpose of S. 2115, we believe that 
certain amendments of a clarifying nature would be desirable. From 
the text of the bill as introduced it is not clear that a patent could only 
be issued to the holder of a valid and subsisting right. We suggest 
accordingly, that there be inserted immediately after “disposal” 
at page 2, line 3, the words “to the holders of those valid and sub- 
sisting rights.” Furthermore, while it is clear that the bill’s provisions 
would only be applicable to rights valid and subsisting at the time of 
the bill’s enactment, we believe that the scope should be narrowed 





4 AMEND ACT OF JULY 17, 1914 


down to rights valid and subsisting at the time that application is 
made for patent under the provisions of this bill. It would not seem 
appropriate to permit the issuance of a patent based upon rights which 
are in effect at the time of the enactment of S. 2115, but which are 
subsequently absndoned prior to application for patent. Accord- 
ingly, we suggest that there be inserted “‘, at the time of application 
for patent”, immediately after the word “subject” at page 2, line 1, 
The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 
Sincerely yours, 
Westey A. D’Ewarrt, 
Secretary of the Interior. 


The Senate Committee on Interior and Insular Affairs recom- 
mends the enactment of H. R. 6501. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, H. R. 
6501, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


SECTION 2 or THE Act oF JULY 17, 1914 (38 Star. 509; 30 U.S. C. 122) 


Upon satisfactory proof of full compliance with the provisions of 
the laws under which the location, selection, entry, or purchase is 


made, the locator, selector, entryman, or purchaser shall be entitled 
to a patent to the land located, selected, entered, or purchased, which 
patent shall contain a reservation to the United States of the deposits 
on account of which the lands so patented were withdrawn or classified 
or reported as valuable, together with the right to — for, mine, 


and remove the same, [such deposits to be subject to disposal by the 
United States only as shall be expressly ioan by law] such deposits 
to be subject to disposal by the United States only as shall be hereafter 
expressly directed by law: Provided, however, That all mineral deposits 
heretofore or hereafter reserved to the United States under this Act which 
are subject, at the time of application for patent, to valid and subsisting 
rights acquired by discovery and location under the mining laws of the 
United States made prior to the date of the Mineral Leasing Act of Feb- 
ruary 25, 1920 (41 Stat. 437), shall hereafter be subject to disposal to 
the holders of those valid and subsisting rights by patent under the mining 
laws of the United States in force at the time of such disposal, * * * 


O 
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BATH CONGRESS SENATE f REPORT 
2d Session No. 2525 


ENCOURAGING THE DISCOVERY, DEVELOPMENT, AND PRODUC- 
TION OF MANGANESE-BEARING ORES AND CONCENTRATES 
IN THE UNITED STATES, ITS TERRITORIES, AND POSSESSIONS 


JuLy 11, 1956.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 4039] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 4039) to encourage the discovery, development, 
and production of manganese-bearing ores and concentrates in the 
United States, its Territories, and possessions, and for other purposes, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill as amended do pass. 


PURPOSE OF LEGISLATION 


The purpose of S. 4039 is to continue to encourage the discovery, 
development, and production of manganese-bearing ores and con- 
centrates, and to provide for the beneficiation to an acceptable 
industrial grade of such material previously acquired in addition to 
the material to be acquired under this bill and then made available 
to the strategic stockpile or turned over to the supplemental stockpile 
created for strategic and critical minerals. 

This bill is the result of hearings held on April 19, 20, and 21, 1956, 
at which time witnesses appeared representing the producers of critical 
minerals, among them manganese. On May 24 and 25 there ap- 
peared Dr. Arthur S. Flemming, Director, Office of Defense Mobiliza- 
tion, and Mr. Felix E. Wormser, Assistant Secretary of the Interior. 

Under terms of the Malone-Aspinall Act of August 7, 1953, the Office 
of Defense Mobilization carried on purchase programs for the acquisi- 
tion of two grades of manganese—the so-called carlot program pro- 
viding for the purchase of ores containing 40 precent or more manga- 
nese, and the so-called low-grade program, ores containing less than 
40 percent. 
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The low-grade purchase program called for the acquisition of 6 
million units each at Deming, K Mex.; Wenden, Ariz.; and Butte- 
Philipsburg, Mont. The programs at Deming and Wenden termi- 
nated in 1955 when goals were met, and the Butte-Philipsburg pur- 
chase depot is approaching fulfillment of its allocated 6 million units. 
This legislation proposes to reopen the Deming and Wenden stations, 
continue the program at Butte-Philipsburg, and in addition, establish 
new stations in the Ozark-Cushman area and the southern Appalachian 
area. The program calls for the purchase of a minimum of 30 million 
long ton units, or 6 million units for each station. 


OFFICE OF DEFENSE MOBILIZATION TESTIMONY 


Dr. Arthur S. Flemming, Director, Office of Defense Mobilization 
stated: 


I suggest, however, that where a domestic purchase pro- 
gram is about to terminate and where all defense needs have 
been met, the Congress should make provisions beyond the 
scope of defense legislation to assist the industry by provid- 
ing for the purchase of specified amounts from nondefense 
funds until the Congress has had time to consider recom- 
mendations from the appropriate nondefense agency; 
namely, the Department of Interior, for a long-range pro- 
gram. 


The newly appointed and confirmed Secretary of the Interior, Fred 
A. Seaton, has promised the committee to file with the Congress rec- 
ommendations for a long-range minerals program early in 1957, hence 
this legislation is stopgap in nature, pending submission of such 
recommendations and action by the Congress. 

Dr. Flemming recently announced that the carlot purchase program 
had been extended to June 30, 1961, and that he had increased the 
goal of this program from 19 million units to 28 million units. 


MANGANESE IS CRITICAL 


Manganese is at the top of the critical list of minerals. Without 
manganese there can be no steel. More than 90 percent of our sup- 
plies come from vulnerable areas abroad which could be cut off without 
a moment’s notice. The safest stockpile is a going concern at home. 
Many scores of mines have been opened in the Western States and a 
thriving industry established. But when American miners receive 
$16 to $18 per day there can be no fair and reasonable competition 
with foreign mines where wages range from a few cents to a maximum 
of $1 or $2 per day. 

The price paid after various deductions under the domestic pur- 
chase regulation was $2.30 per long ton unit. The actual price paid 
at Deming was $1.96 and $1.76 at Wenden. ‘The foreign price (cost, 
insurance, freight) of manganese ore is around $1.45 and if an emer- 
gency occurred it. would be all the traffic could bear, if indeed, under 
modern wartime conditions any could be imported. 
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BENEFICIATION 


The legislation provides for the General Services Administration 
entering into a contract or contracts, on a low-bid basis to have 
materials bought under the terms of the bill, as well as like materials 
now stored at Wenden, Ariz.; Deming, N. Mex.; and Butte-Philips- 
burg, Mont., beneficiated to a grade making them acceptable for 
industrial use. 

With a backlog of more than 12 million long-ton units at Deming 
and Wenden, together with the stockpile of Mexican ores at El Paso, 
there is an ample supply of ore to keep a beneficiating plant in opera- 
tion on new production. 


CAN BE BENEFICIATED 


The testimony showed that the material can be beneficiated to an 
acceptable grade and when taxes—Federal, State, and local taxes—are 
considered, the cost to the Government is little, if any more, than paid 
for foreign ore. 

DE SEVERSKY TESTIMONY 


With this Nation producing less than 10 percent of its consumption 
of manganese, and manganese being absolutely necessary in the pro- 
duction of steel, it would be well to keep in mind the testimony before 
the committee, given some time ago by Maj. Alexander de Seversky, 
who says in effect that in the future we do not need to worry about 
transporting strategic materials, that the sources will be knocked out 
by A- and H-bombs and there will be little or none to transport, and 
that “‘little’’ would probably not get through to us. 


De Seversky added: 


I am convinced that all sources that are within striking 
distances of enemy airpower on the other side of the globe 
will be lost to us, and we won’t be able to get one ounce of 
material from them. 

And— 

Today, in addition to the submarines, our Navy and its 
convoys can be attacked by long,range enemy aircraft 
and its atomic bombs anywhere on the seven seas. In the 
last war the enemy had no alternative but to attempt to cut 
our supply lines. Today, he need not bother with our 
supply lines: He can strike directly at the sources of our 
strategic materials with his long-range airpower and neu- 
tralize them with atomic and hydrogen bombs. 


THE AMENDMENT 


The amendment is perfecting in nature, merely correcting a typo- 
graphical error on line 6, page 4, of the printed bill, striking the figures 
‘430” and inserting in lieu thereof ‘‘480”. 
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DEPARTMENTAL REPORT 


During the committee’s consideration of S. 4039, attention was 
called to the fact that no report had been received from executive 
agencies on this proposed legislation. 

It was the expressed opinion of the majority of the committee, that 
the committee was in danger of depending too much upon the crutch 
of departmental recommendations to bolster legislative responsibility. 

Congress generally has been more foresighted than the executive 
department in many matters, and the Congress is not bound in any 
manner whatsoever by the advisory opinions of executive agencies, 
whether they are furnished the Congress when requested or withheld. 

Withholding of reports requested by a committee, if the committee 
relies upon those reports in determining the course of legislation, serves 
as an effective weapon to delay, or in the final analysis, to prevent the 
passage of legislation. Congress has the final responsibility in chart- 
ing and setting the course, both in the interests of the national defense 
and the national economy. 

The bill was reported out unanimously with the recommendation 
that it do pass, 


O 





Calendar No. 2563 


BATH CONGRESS } SENATE REPORT 
2d Session No. 2526 


AMENDMENTS TO THE BANKHEAD-JONES FARM TENANT 
ACT 


Jury 11, 1956.—Ordered to be printed 


Mr. Ho.tianp, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 
TOGETHER WITH SUPPLEMENTAL VIEWS 


[To accompany S, 3429] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 3429) to improve and simplify the credit facilities available 
to farmers, to amend the Bankhead-Jones Farm Tenant Act, and for 
other purposes, having considered the same, report thereon with a 
recommendation that it do pass with amendments. 


HEARINGS 


The committee’s Subcommittee on Agricultural Credit and Rural 
Electrification conducted three days of hearings on credit needs of 
farmers which cannot be met from regular credit sources. Those 
hearings covered Senate bills 1199, 2961, 3034, 3035, 3184, 3185, 3247, 
3293, 3374, 3429, 3559, 3790, and 3850, have now been printed, and 
are available for the information of the Senate. The subcommittee 
also considered H. R. 11544, which had been passed by the House 
after hearings on current credit needs and is similar to S. 3429. 


GENERAL STATEMENT 


S. 3429 would expand loan operations under the Bankhead-Jones 
Farm Tenant Act. Its principal purposes are to (1) provide until 
June 30, 1959, for farm mortgage loans to refinance existing secured 
or unsecured indebtedness, (2) provide for farm improvement, repair, 
and refinancing loans on less than family-size farms, (3) permit ag- 
gregate operating loans up to $20,000 in a limited number of cases, (4) 
permit farm ownership loans for above average value family farms, 
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(5) raise the annual loan insurance authorization by $25 million, and 
(6) broaden the Secretary’s authority to compromise claims and deal 
with the security. 


SECTION BY SECTION ANALYSIS 


The bill is divided into three sections which treat respectively of: 
(1) Farm-ownership loans, (2) production and subsistence loans, and 
(3) loan servicing and compromise authority, 


FARM OWNERSHIP LOANS 


Section 1 deals with farm ownership loans. 

Subsection (a) would permit loans “for improvements to adjust 
farms to changing conditions” to be made to any eligible applicant. 
At present such loans can be made only to existing borrowers‘ 

Subsection (b) would amend the definition of eligible borrowers to 
include (A) “farm owners” (in place of “owners of inadequate or 
underimproved farm units’’—since refinancing loans and loans to ad- 
just to changing conditions would not be restricted to owners of under- 
improved units) and (B) individuals obtaining “a substantial por- 
tion” (instead of “the major portion’’) of their income from farming. 
The latter change is recommended because the bill provides for loans 
to farmers on less than family-type farms who have supplemental 
income. It is not intended that the income from a garden, a cow, 
and a few chickens will be considered substantial, but on the other 
hand, the committee realizes that earnings from off-farm employ- 
ment at least for temporary periods, might constitute the major 
portion of the income of a farmer who takes such employment. 

Subsection (c) would permit loans for repairs, improvements, and 
refinancing to owner-operators living on less than family-type units 
if, with the aid of supplemental income, they can meet the loan and 
their living and operating expenses. The committee amendment to 
this subsection is intended to restrict these loans to bona fide farmers, 
rather than to encourage urban workers with rural residences to enter 
into competition with farmers in the production of commodities. 
H. R. 11544 uses somewhat different language to accomplish a similar 
purpose. H. R. 11544 restricts such loans to bona fide farmers de- 
pendent during one of the last 10 years on farm income and conducting 
substantial farming operations. The committee believes its language 
preferable since it would exclude persons who have abandoned farm- 
ing, but may have farmed during one of the last 10 years, as well as 
persons who conduct substantial farming operations as a hobby or 
other nonprimary pursuit. H. R. 11544 also would permit refinanc- 
ing under this subsection only of indebtedness incurred for agricul- 
tural purposes, while S. 3429 would permit refinancing only of in- 
debtedness against the farm unit. 

Subsection (d) would prohibit farm ownership loans to applicants 
who are able to obtain loans from other sources at “reasonable rates’’ 
(rather than at rates not exceeding 5 percent as now provided) and 
permit loans to be made on the basis of normal market value (instead 
of normal earning capacity) in the case of loans on other than family- 
size farms. The corresponding subsection of H. R. 11544 would make 
only the latter change, and then only with respect to smaller than 





AMENDMENTS TO BANKHEAD-JONES FARM TENANT ACT 3 


family-size farms since H. R. 11544 does not provide for larger than 
family-size farms. 

Subsection (e) would permit farm mortgage loans to be made on 
family-type farms having a value in excess of the average value of 
efficient family-size farms in the community. H. R. 11544 does not 
contain a similar provision. 

Subsection (f) would permit loans to be insured in any one fiscal 
year for an aggregate of $125 million (instead of $100 million). 

Subsection (g) of S. 3429 as introduced would have permitted in- 
surance of loans made for the full value of the farm as certified by the 
county committee in accordance with the applicable value formula 
(instead of 90 percent of such value). Direct ied for the full value 
are now permitted, but the committee felt that this policy shoul not 
be expanded, and consequently recommends striking subsection (g). 
The committee felt that it will generally be better both for the borrower 
and the Government if the borrower is required to put some of his 
own money into his farm. H. R. 11544 did not have a provision 
similar to subsection (g), but did contain a provision amending section 
12 (c) (5) of the act for technical reasons. The committee does not 
believe that the House provision is necessary to accomplish its purpose 
and the existing law can only be construed to have the same effect as 
it would if amended by the House provision. 

Subsection (g) (subsection (h) as introduced) would provide for 
use of one-half of the mortgage insurance premiums for general 
expenses of the Farmers’ Home Administration (instead of for admin- 
istration of provisions relating to mortgage insurance as now provided), 
thereby eliminating the need for separate recordkeeping and annual 
appropriation act provisions to accomplish this purpose. 

Subsection (h) (subsection (i) as introduced) would permit second 
mortgages to be taken on insured loans (as is now permitted in the 
case of direct loans, but not in the case of insured mortgages or 
insured loans), the loan not to exceed 90 percent of the certified value 
of the farm less the prior lien indebtedness. As introduced the bill 
would have permitted such insured loans to be made for the full 
certified value, less the prior lien indebtedness. For the reasons 
mentioned in recommending deletion of subsection (g) of S. 3429 as 
introduced, the committee recommends a 90 percent of value limita- 
tion in this subsection. 

Subsection (i) (subsection (j) as introduced) would authorize farm- 
mortgage loans to be made or insured under the provisions of title I 
during the period ending June 30, 1959, for the purpose of refinancing 
existing secured or unsecured indebtedness of farmers unable to re- 
finance at terms which they can reasonably be expected to meet. 
Direct refinancing loans would be limited by available appropriations. 
Insured refinancing loans would be limited to $50 million annually. 
The committee recommends that this subsection be amended to in- 
clude language of H. R. 11544 which would specifically restrict these 
loans to family-size farms and to farmers whose total debt does not 
exceed the value of the farm, livestock, and equipment. The phrase 
“less any prior lien indebtedness not to be refinanced,” which was 
contained in the House provision is omitted from the language rec- 
ommended by the committee however. Since such indebtedness is 
already taken into account as part of the applicant’s total indebted- 
ness, taking it into account, separately, a second time would give it 
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double weight, which was not intended. As pointed out in the House 
committee report on H. R. 11544 insured loans for refinancing would 
be limited to 90 percent of the farm value. Under S. 3429, which 
ermits insurance of second mortgages, such insured mortgages would 
e limited to 90 percent of the farm value, less the amount of any 
prior lien. Direct loans for refinancing are not subject to this limi- 
tation. 
OPERATING LOANS 


Section 2 of the bill, which deals with production and subsistence 
loans, would change the title “Production and Subsistence Loans” 
to “Operating Loans” (considered as more apt nomenclature), and 
would amend section 21 of the Bankhead-Jones Farm Tenant Act 
in the following respects: 

Subsection (a) would be amended to limit operating loans to 
operators of family-type farms, or to operators of less than family- 
type farms who have adequate supplemental income to meet the 
loan and their living and operating expenses (such loans having been 
so limited historically through administrative regulation). The com- 
mittee recommends further amendment of this subsection, similar 
to the committee amendment to section 1 (c) of the bill to restrict such 
loans to bona fide farmers. H. R. 11544 would restrict these loans 
to bona fide farmers in the same manner H. R. 11544 restricts farm 
ownership loans to bona fide farmers. 

Subsection (b) would be amended to (1) permit 10 percent of the 
amount appropriated for operating loans each year to be used for 
loans increasing the aggregate indebtedness of the borrower above 
the present limit of $10,000, but not above $20,000, and (2) remove 
the present limit of $7,000 on initial loans. H.R. 11544 would increase 
the maximum initial loan to $9,000 and the maximum indebtedness 
to $15,000. 

Subsection (c) would be amended only to insert a reference to 
subsection (d). 

Subsection (d) would be amended to permit loans to borrowers who 
for causes beyond their control have failed to repay their loans within 
7 years to be extended or renewed for not to exceed 10 years from the 
date the original loan was made, and would permit new loans to be 
made during such extended term. H. R. 11544 limits such additional 
loans, extensions, and renewals to farmers in disaster areas (natural 
or economic) who have been prevented by natural causes from making 
timely repayment. The extended period would be limited to the 
number of years for which the area has been a disaster area. The 
committee felt that the House provision does not adequately take care 
of the situation, since family situations and other matters besides 
natural causes in disaster areas may prevent able, diligent farmers from 
making timely payment. Subsection (d) would further be amended 
to make the prohibition on loans to persons who have failed to liquidate 
their indebtedness within the maximum period inapplicable to indebt- 
edness incurred prior to November 1, 1946. No loans were made 
under section 21 of the Bankhead-Jones Farm Tenant Act prior to 
that date, so the provision of subsection (d) which would be repealed 
by the bill has been construed to extend section 21 (d) to loans made 
under prior authority, and serviced or collected by the Farmers’ 
Home Administration. Repeal of this language would remove these 
loans from the purview of section 21 (d). 
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SERVICING AND COMPROMISE 


Section 3 of the bill deals with the compromising or servicing of 
loans. 

Subsection (a) would amend section 41 (g) of the act to— 

(1) Extend the compromise authority (now applicable to 
agreements under the act) to all agreements administered by the 
Farmers’ Home Administration (such as those made under the 
disaster loan revolving fund authority of Public Law 38, 81st 
Cong., 12 U. S. C. 1148a. and the Water Facilities Act); 

(2) Increase to $15,000 (from $10,000) the maxurum claim 
which may be compromised by the Secretary of Agriculture 
without reference to the Secretary of the Treasury or the Attorney 
General. This committee amendment limiting this increase to 
$15,000 follows the provision of H. R. 11544; 

(3) Permit the release of operating loan borrowers and insured 
loan and insured mortgage borrowers who transfer the security 
property to purchasers who assume the secured indebtedness 
(as is now provided for direct borrowers who transfer their farms 
to applicants assuming the indebtedness to the Secretary); 

(4) permit the release of insuredloan and insured mortgage 
borrowers (in addition to direct borrowers) who transfer their 
farms to purchasers who assume the secured indebtedness to the 
extent of the “value” of the farm (instead of the “earning ca- 
pacity value” since loans to borrowers having supplemental 
income could be made under the bill on the basis of “market 
value”); 

(5) remove the limit ($100 under the act, $1,000 under Public 
Law 518, 78th Cong., 12 U. S. C. 1150) upon claims which 
may be charged off or released upon a finding of specified facts 
showing collection to be improbable, and slightly increase the 
requirements as to the facts to be found. (The committee recom- 
mends insertion of the word “known” in this provision to conform 
to the corresponding provision of H. R. 11544 and permit charge- 
off or release of claims against a debtor whose whereabouts are 
unknown and who has no “known” assets); and 

(6) increase to $150 (from $10) the limit on claims which may 
be charged off or released upon a finding that further collection 
efforts would be ineffectual or uneconomical. 

Subsection (b) would amend section 42 (a) of the act to provide for 
the use of “county or area committees” (instead of “county commit- 
tees’) in administering the act. H. R. 11544 provides for the use of 
committees for counties or areas “within a county.” In many cases 
the most satisfactory administrative area might include parts of more 
than one county, so that your committee believes the language of S. 
3429 to be preferable. 

Subsection (c) would amend section 43 (d) of the act to authorize 
sale by the Secretary of less than family-size farms to individuals 
eligible for farm ownership loans (Norn.—Section 3 (c) of the bill 
amends section 43 (d) of the act by striking out “as family-size farms.” 
Section 43 (d), by its terms, requires the sale, as surplus property, of 
certain lands not suitable for sale “as family-size farms,” and thereby 
prevents their sale on long-term credit under section 43 (a). The 
lands to which section 43 is applicable by its terms have been entirely 
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or substantially disposed of, but section 43 is incorporated by reference 
in section 51 of the act, which deals with the sale of property acquired 
to secure payment of loans). 

Subsection (d) would amend section 44 (a) (3) of the act to prohibit 
the making or continuation of farm ownership or operating loans to 
applicants who are able to obtain loans from other sources at “‘reason- 
able rates” (rather than at rates not exceeding 5 percent as now 
provided). H. R. 11544 does not contain this provision. 

Subsection (e) would amend section 51 of the act to— 

(1) extend section 51 of the Bankhead-Jones Farm Tenant 
Act, which deals with mortgage servicing authority, to all insured 
loans (including those in lenders’ hands) and loans under all 
programs administered by the Farmers Home Administration 
(the only programs not now covered by such authority being 
credit sales accounts on water conservation and utilization 
projects transferred to the agency by the Soil Conservation 
Service and special emergency loans made pursuant to Public 
Law 727, 83d Cong.). 

(2) permit the Secretary to sell or grant rights-of-way or 
easements over any security property ac quired by the Secretary; 
and 

(3) permit advances or expenditures with respect to insured 
loans or insured mortgages to be paid out of the mortgage 
insurance fund. 


DIFFERENCES BETWEEN H. R. 11544 AND S. 3429 AS MODIFIED BY THE 
COMMITTEE RECOMMENDATIONS 


Differences between H. R. 11544 and S. 3429 have been noted in the 
section by section analysis. For convenience, those differences are 
listed below: 

(1) Under H. R. 11544 farm ownership or operating loans 
for less than family-type units would be limited to “bona fide 
farmers” dependent during one of the previous 10 years on farm- 
ing and conducting substantial farming operations. Under 

- 3429 loans for less than family-type units would be limited to 
—— living on such units whose time is primarily devoted to 
operating such units and who have historically resided on a 
farm and engaged in farming as their principal occupation. 
Refinancing loans could be made to such farmers under H. R. 
11544 only to refinance indebtedness incurred for agricultural 
purposes and under S. 3429 only to refinance indebtedness against 
the farm unit. 

(2) S. 3429 would prohibit farm ownership or operating loans to 
applicants able to obtain loans from other sources at ‘reasonable 
rates” (rather than at rates not exceeding 5 percent as now pro- 
vided). 

(3) S. 3429 would permit farm mortgage loans to be made on 
family-type farms having a value in excess of the average value of 
efficient family-size farms in the community. 

(4) H. R. 11544 contains a technical amendment to section 12 
(c) (5) of the act stated by the House report to be required by the 
use of market value, instead of earning capacity value on less 
than family-type farms. 
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(5) S. 3429 would permit second mortgages to be taken on 
insured loans. 

(6) H. R. 11544 would increase the maximum initial operating 
loan from $7,000 to $9,000 and increase the maximum operating 
loan indebtedness from $10,000 to $15,000. S. 3429 would per- 
mit the maximum indebtedness of $20,000 in a limited number 
of cases. 

(7) H. R. 11544 would extend the maximum repayment period 
on operating loans in disaster areas by the number of years the 
area has been classified as a disaster area. S. 3429 would extend 
the maximum repayment period to 10 years. 

(8) H. R. 11544 would provide for area committees for areas 
“within a county,” while S. 3429 would permit such areas to 
include parts of more than one county. 

(9) H. R. 11544 would increase the maximum amount pro- 
vided by Publie Law 727, 83d Congress, to $65 million. (The 
Senate on June 11 passed S. 3559, which would increase this to 
$50 million. S. 3429 contains no provision on this subject.) 


DEPARTMENTAL VIEWS 


DerparTMENT OF AGRICULTURE, 
Washinglon, dD. Os April li, 1956. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator Evtenper: This is in reply to your request of 
March 15 for a report on S. 3429, a bill to improve and simplify the 
credit facilities available to farmers, to amend the Bankhead-Jones 
arm ‘Tenant Act, and for other purposes. 

The Department favors enactment of 5. 3429. 

Enactment of this bill would be a significant improvement in the 
agricultural credit facilities of this Department and would be a val- 
uable contribution to the solution of some of the pressing credit prob- 
lems confronting farmers. Briefly, S. 3429 would accomplish the 
following: 

1. Until June 30, 1959, title I loans would be made for refinancing 
secured and unsecured debts of farmers who are unable to meet the 
repayment terms of their present debts but who have reasonable 
likehhood of placing their farming business on a sound basis if their 
debts are refinanced on more favorable terms. Loans for refinancing 
are needed particularly by veterans and others who started farming 
in recent years with high debt obligations. Many of these farmers 
are experiencing difficulties due to production losses resulting from 
adverse weather conditions and the fact that current cost-price rela- 
tionships are less favorable than they were at the time their debts 
were incurred. ‘This authority would be used only when satisfactory 
arrangements could not be made with the present creditors or other 
creditors to extend, reamortize, or refinance the applicant’s debts. 
The total amount of refinancing loans insured during any fiscal year 
could not exceed $50 million. 

2. The essential credit needs of operators of less than family-type 
farms who have income from other sources would be met under the 
proposed bill by removing some of the limiting provisions of the 











8 AMENDMENTS TO BANKHEAD-JONES FARM TENANT ACT 





existing law and by proposed additional authorizations. Farmers of 
this type would be assisted in meeting their operating and farm 
management credit needs, including their credit needs for housing 
and other farm buildings. This additional authority would be 
particularly significant in implementing the rural development 
program. 

3. Loans under title I are now limited to an amount not in excess 
of the average value of efficient family-type farm-management units 
in the county. The bill would remove this limitation and thereby 
permit loans on all family- -type farms rather than only those farms 
which are average or below in value. However, if the bill is enacted, 
the Department proposes to continue making loans for the acquisition 
of farms (as distinguished from farm development and refinancing 
loans) that have value which is not greater than the average value of 
efficient family-type farms in the area. 

4. The bill would authorize insured loans in amounts not in excess 
of the fair and reasonable value of the farm as certified by the county 
committee, instead of limiting such loans to 90 percent of that value. 
This would permit making insured loans on the same basis as that 
on which direct title I loans and loans under the Water Facilities 
Act have been made since 1937. Experience with direct loans under 
title I of the act, the Water Facilities Act of 1937, and title V of the 
Housing Act of 1949 has demonstrated that sound loans can be made 
in amounts up to the fair and reasonable value of the farm, based on 
a norms al earning capacity or normal market value appraisal. 

The provision to increase the loan insurance authority from 
$100 million to $125 million per year would enable the Department 
to meet the credit needs of more farmers and permit more extensive 
= of private funds to achieve the objectives of title I. 

The loan limit on a portion of the operating loans authorized in 
title II would be increased. No more than 10 percent of the funds 
available could be used for operating loans to family-type farmers 
and ranchers whose credit needs for acquiring livestock, machinery, 
equipment, and paying annual operating expenses are in excess of 
$10,000. This increase in the loan limit would make it possible to 
serve additional family-type farmers and ranchers. Applications for 
loans for many such family-type farmers and ranchers must now be 
rejected because their farming operations cannot be soundly financed 
within the present $10,000 limit. In no event could any loan be made 
which would cause such indebtedness to exceed $20,000. 

Loans under title II may be made for not more than 7 years. 
Borrowers are ineligible for further loans unless they have repaid 
such loans within 7 years. The bill would permit the extension or 
renewal of title II loans for not more than 3 years beyond the initial 
7 years and authorize the advance of additional funds during this 
period. This authority is needed in justifiable cases because pro- 
longed drought and other adverse weather conditions in some areas 
and the present agricultural price-cost relationships have retarded 
the progress of borrowers in graduating to other sources of credit. 

8. If enacted, the bill would change the criteria for determining the 
availability of credit to applicants and borrowers. This would enable 
the Department to remain noncompetitive with other sources of credit. 
The availability of credit would be determined on the basis of credit 
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being available from other sources at “reasonable rates and terms” 
rather than at an interest rate “not exceeding the rate of 5 percent 
per annum.” Prevailing interest rates for credit from local private 
and cooperative sources usually are in excess of 5 percent. The rigid 
5-percent yardstick contained in the act is not an appropriate basis 
for determining whether applicants or borrowers are able to obtain 
needed credit from other sources. 

9. Section 3 of the bill proposes several changes in the authority for 
servicing Farmers Home Administration loans and n urity. Itis sug- 
gested that the proposed amendment to section 41 (g), dealing with 
debt settlement authority, be further changed by the insertion ‘of the 
word “known” before the word ‘‘assets”’ in line 1, page 9, of the bill. 
With this change, debts of borrowers who have been absent from their 
last-known address for 5 years and whose whereabouts cannot be ascer- 
tained without undue expense may be charged off without expensive 
investigation as to whether such borrowers have any recoverable 
assets. 

10. A number of other changes would be made in the act which 
would improve, simplify, and make more uniform the loan making 
and servicing operations. 

If S. 3429 is enacted, it would provide a basis and authorization for 
increasing materially the volume of loans under the act. A sub- 
stantial part of this increase would be achieved under the broadened 
authority to make direct and insured loans to farmers, who own and 
operate farms that are not larger than family-type farms, for dwellings 
and service buildings. 

The President, in a message to the Congress dated April 26, 1955 
outlined the need for certain legislation to implement the rural devel- 
opment program. On May 24, 1955, the Department submitted to 
the Congress a legislative proposal to add to title V to the Bankhead- 
Jones Farm Tenant Act which would provide authority for loans to 
part-time and low-income farmers that could not be made under the 
existing authorities of titles I and LI of the act. This proposal was 
incorporated in S. 2099 (84th C ong., lst sess.). The essential provi- 
sions of that bill are included in S. 3429. Therefore, if S. 3429 is 
enacted, there would be no need for enactment of S. 2099. 

The President’s special message on the Great Plains program indi- 
cated that this program is largely being implemented within existing 
legislation, although additional funds and some extensions of legisla- 
tive authorities may be needed. S. 3429 would further implement 
the credit phases of the Great Plains program by broadening the 
authority to refinance existing debts, by providing authority to make 
larger loans under title II, and by extending in justifiable cases the 
title Il loans up to 10 years. 

At present, it does not appear that Congress will need to appropriate 
for direct title | loans any sums in excess of the level of the current 
fiscal year. The increased volume of loans that would result from 
the enactment of this bill could be handled as insured loans. Addi- 
tional funds needed for title II loans, because of the proposed broaden- 
ing of the scope of the program, including the rural-development 
program and assistance to other low-income farmers, is estimated at 
a minimum of $15 million. The increased number of all types of 
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loans under the act in the fiscal year 1957 would require an increase 
in appropriations for administrative expenses of about $2,350,000. 
The Bureau of the Budget advises that it has no objection to the 
submission of this report. 
Sincerely yours, 
True D. MoRsE, 
Acting Secretary. 










CHANGES IN 





EXISTING LAW 





In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed i is shown in roman): 




























BANKHEAD-JONES Farm TENANT Act, AS AMENDED 


TITLE I—TENANT PURCHASE LOANS AND MORTGAGE INSURANCE 
POWER OF SECRETARY 


Section 1. (a) The Secretary of Agriculture (hereinafter referred 
to as the “Secretary’’) is authorized to make loans and to insure 
mortgages in the United States and in the Territories of Alaska and 
Hawaii and in Puerto Rico to persons eligible to receive the benefits 
of this title to enable such persons to acquire, repair or improve 
family-size farms, or to refinance indebtedness against undersized or 
undetimproved units when loans are being made or insured by the 
Secretary to enlarge or improve such units. Loans may also be made 
[to assist borrowers under this title in making the] or insured for 
improvements needed to adjust [their] farming operations to changing 
conditions. 

(b) (1) Except with respect to veterans qualified under subsection 
(b) (2) of this section, only farm owners. farm tenants, farm laborers, 
sharecroppers, and other individuals [(including owners of inade- 
quate or underimproved farm units)] who obtain, or who recently 
obtained, [the major portion] a substantial portion of their income 
from farming operations, shall be eligible to receive the benefits of 
this title. In making available the benefits of this title, the Secretary 
shall give preference to persons who are married, or who have depend- 
ent families, and, wherever practicable, to persons who are able to 
make an initial downpayment, or who are owners of livestock and 
farm implements necessary successfully to carry on farming opera- 
tions. No person shall be eligible who is not a citizen of the United 
States. 


* 














+ * * + + * 











(c) [No loan shall be made, or mortgage insured, for the acquisition, 
improvement, or enlargement of any farm unless it is of such size and 
type as the Secretary determines to be sufficient to constitute an 
eflicient family-type farm-management unit and to enable a diligent 
farm family to carry on successful farming of a type which the Sec- 
retary deems can be carried on successfully in the locality in which 
the farm is situated: Provided, That loans may be made to veterans, 
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or mortgages insured for veterans, as defined in section 1 (b) (2) 
hereof, who have pensionable disabilities, to enable such veterans to 
acquire, enlarge, repair or improve farm units of sufficient size to meet 
the farming capabilities of such veterans and afford them income 
which, together with their pensions, will enable them to meet. living 
and operating expenses and the amounts due on their loans.] No 
loan shall be made, or mortgage insured, unless the farm is a family-type 
unit of such size as the Secretary determines to be sufficient to enable the 
family to carry on successful farming of a type which the Secretary deems 
can be carried on successfully in the locality in which the farm is situated: 
Provided, however, That (1) loans may be made to veterans or mortgages 
insured for veterans, as defined in section 1 (b) (2) hereof, who have 
pensionable disabilities, with respect to farm units of sufficient size to 
meet the farming capabilities of such veterans and afford them income 
which, together with their pensions, will enable them to meet living and 
operating expenses and the amounts to become due on their loans; and— 
(2) loans may be made or mortgages insured to owner-operators who 
live on units which are less than family-type units, whose time is primarily 
devoted to operating such units, and who have historically resided on a 
farm and engaged in farming as their primary occupation to repair or 
improve such farm units, and to refinance indebtedness against such 
farm units if such farms are of sufficient size to produce income which, 
together with income from other sources, will enable them to meet living 
and operating expenses and the amounts to become due on their loan. 


FUNCTIONS OF COUNTY COMMITTEES 


ore. 2. > 2? 

(b) If the committee finds that an applicant is eligible to receive 
the benefits of this Act, that, in the opinion of the committee, by reason 
of his character, ability, industry, and experience, he will successfully 
carry out undertakings required of him under a loan which may be 
made or insured under this Act, that credit sufficient in amount to 
finance the actual needs of the applicant, specified in the application, 
is not availableto him at [the] reasonable rates [ (but not exceeding the 
rate of 5 per centum per annum) ] and terms prevailing in the commu- 
nity in or near which the applicant resides for loans of similar size and 
character from commercial banks, cooperative lending agencies, or 
from any other responsible source; and that the farm with respect to 
which the application is made is of such character that there is a rea- 
sonable likelihood that the making or insuring of the loan with respect 
thereto will carry out the purposes of this title, it shall so certify to the 
Secretary. The committee shall aiso certify to the Secretary the 
amount which the committee finds is the fair and reasonable value of 
the farm based upon its normal earning capacity. The farm shall 
be appraised by competent employees of the Secretary thoroughly 
trained in appraisal techniques and the appraisal shall be made 
available to the county committee and the Secretary for their guidance 
in determining the value of farm as specified above [.}, except that, 
for loans under either part of the proviso in section 1 (ce) of this title, 
the certification shall be based on the normal market value of the farm. 


* * * * * * a 
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TERMS OF LOANS 


Sec. 3. (a) [Loans made under this title shall be in such amount 
(not in excess of the amount certified by the county committee to be 
the value of the farm less any prior lien indebtedness) as may be neces- 
sary to enable the borrower to acquire the farm and for necessary 
repairs and improvements thereon, and shall be secured by a first 
or second mortgage or deed of trust on the farm. Loans may not be 
made for the acquisition or enlargement of farms which have a value, 
as acquired, enlarged, or improved, in excess of the average value of 
efficient family-type farm-management units, as determined by the 
Secretary, in the county, parish, or locality where the farm is located. J 
Loans made under this title shall not be in excess of the amount certified 
by the county committee to be the value of the farm less any prior lien 
indebtedness, and shall be secured by a first or second mortgage or deed 
òf trust on the farm. 

* * + * * * 


INSURANCE OF MORTGAGES 

SEEI. Snare 

(b) The aggregate amount of principal obligations on all mort- 
gages insured under this title, on all mortgages with respect to which 
commitments to insure have been made, and on all mortgages ac- 
cepted for the account of the fund and not disposed of under section 
t4 shall not exceed [$100,000,000] $725,000,000 in any one fiscal 
year. With respect to any fiscal year, one-quarter of the amount 
available for insurance, commitments and acceptance of mortgages 
under this title shall be distributed among the several States and 
Territories on the basis of bona fide applications and the avail- 


ability of farms with respect to which loans may be insured and the 
balance shall be distributed on the basis provided in section 4, and 
preferences shall be given to mortgages executed by veterans qualified 
under section 1. 


* * * ~ * * * 


(e) (1) The Secretary shall collect from the mortgagor for mortgage 
insurance an annual charge at the rate of 1 per centum of the out- 
standing principal obligation of the mortgage; the initial charge shall 
be collected simultaneously with the insurance of the mortgage and 
shall cover the period from the date of loan closing to the date of the 
first installment payable on the Joan; the next and each succeeding 
charge shall be computed on the outstanding principal obligation 
remaining unpaid after the due date of each installment payable on 
the loan, and shall be payable on or before the next succeeding due 
date of an installment of principal and interest. If the principal 
obligation of the mortgage is paid in full in less than five years after 
the time when the mortgage was entered into, the Secretary may 
require payment by the mortgagor of the entire annual charge com- 
puted for the year then current, and an additional charge equal to 
the annual charge for such year. The Secretary may modify existing 
contracts so as to require future payments thereunder in accordance 
with the provisions of this section, 

(2) One-half of the amount paid as charges in pursuance of this 
subsection shall be the premium for insurance and shall be deposited 
in the fund and may be used only for purposes to which the fund 
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may be devoted. The other half of the amounts so paid shall be 
deposited in the Treasury to the credit of the Secretary and shall 
be available only for administrative expenses [to carry out the 
—— of this title, relating to mortgage insurance. J of the Farmers’ 
ome Administration and may be transferred annually to that adminis- 
trative expense account and become merged therewith. 
+ * * a * * * 


Sec. 16. (a) The Secretary is authorized to insure and to make 
commitments for the insurance of loans made for the purposes speci- 
fied in this title (including those made in accordance with the Act of 
October 19, 1949) and to take as security for the obligations entered 
into in connection with such loans first or second mortgages on the 
farms with respect to which such loans are made and such other 
security as may be required by the Secretary. Such mortgages shall 
create a lien running to the United States for the benefit of the fund, 
notwithstanding the fact that the note may be held by the lender or 
his assignee. Loans insured under this section shall not be in excess 
of 90 per centum of the amount certified by the county committee to be 
the value of the farm, less any prior lien indebtedness. 

* * Ka +. * * * 


Sec. 17. Until June 30, 1959, the purposes for which loans may be 
made or insured under this title shall include the advance of funds for 
refinancing secured or unsecured indebtedness of eligible farmers on farms 
of not more than family size who are presently unable to meet the terms 
and conditions of their outstanding indebtedness and are unable to 
refinance such debts with commercial banks, cooperative lending agencies, 
or other responsible credit sources at rates and terms which they could 
reasonably be expected to fulfill. No such loans shall be made to an 
applicant whose total indebtedness is in excess of the amount certified by 
the county committee to be the value of the real estate and the reasonable 
value of the applicant’s livestock and farm equipment, unless the aggregate 
of the outstanding indebtedness shall be adjusted so as to be within such 
values. The total amount of loans insured in any one fiscal year under 
this section shall not exceed $50,000,000. 


TITLE II—{PRODUCTION & SUBSISTENCE LOANS] OPERATING 
LOANS 


Sec. 21. (a) The Secretary may make loans to farmers and stock- 
men who are operators of family-type farms and who are citizens of 
the United States for the purchase of livestock, seed, feed, fertilizer, 
farm equipment, supplies, and other farm needs, the cost of reorganiz- 
ing the farming enterprise or changing farming practices to accom- 
plish more diversified or more profitable farming operations, the 
refinancing of existing indebtedness, and for family subsistence[.]: 
Provided, however, That loans may be made to operators who live on 
units which are less than family-type units, whose time is primarily 
devoted to operating such units, and who have historically resided on a farm 
and engaged in farming as their primary occupation if the farm unit is 
of sufficient size to produce income which, together with the income from 
other sources, including pensions in the case of disabled veterans, will 
enable them to meet living and operating expenses and the amounts due 
on their loans. 
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(b) No loan shall be made under this section for the purchase or 
leasing of land for the carrying on of any land-purchase or land- 
leasing program. [No initial loan to any one borrower under this 
section shall exceed $7,000 and no further loan may be made under 
this section to a borrower so long as the total amount outstanding, 
including accrued interest, taxes, and other obligations properly 
chargeable to the account of the borrower exceeds $10,000.J No 
loan may be made to any one borrower under this section which would 
cause the total principal amount outstanding to exceed $10,000: Pro- 
vided, however, That an amount not to exceed 10 per centum of the sum 
made available by annual appropriation for loans under this title may 
be used for making loans to borrowers which would cause such indebted 
ness to exceed $10,000 but in no event may any loan be made which 
would cause such indebtedness to exceed $20,000, 

(c) The terms of loans under this section, including any renewal or 
extension of any such loan except as provi ded in subsection (d) hereof, 
shall not exceed seven years from the date the original loan was made. 

(d) No person who has failed to liquidate his indebtedness under 
this section for seven consecutive years shall be eligible for loans 
hereunder: [until he has paid such indebtedness in full, except that the 
indebtedness on loans made prior to November 1, 1946, which are 
being serviced and collected by the Farmer’s Home Administration, 
shall not be subject to the limitations of this section until November | 
1953.] Provided, however, That in justifiable cases where the Secretary 
finds that the inability of a borrower to repay his indebtedness under this 
section within seven years is due to causes beyond the control of th 
borrower, the Secretary may extend or renew such loans to be repayable i 
not to erceed ten years from the date the original loan was made, and during 
such extended term may make additional loans to such persons, if neces- 
sary. 

+ + * * + * 


TITLE IV—GENERAL PROVISIONS 


FARMERS’ HOME CORPORATION 

Banc: 41, 7.5 % 

(g) [Compromise or adjust claims and adjust and modify the terms 
of mortgages, leases, contracts and agreements entered into or admin- 
istered pursuant to this Act as circumstances may require, in the fol- 
lowing manner: } Compromise, adjust, or reduce claims and adjust and 
modify the terms of mortgages, leases, contracts, and agreements entered 
into or administered by the Farmers Home Administration under any oj 
its programs, as circumstances may require: Provided, however, That 

(i) [Compromise of claims of $10,000] compromise, adpust- 
ment, or reduction of claims of $16,000 or more must be effected by 
reference to the Secretary of the Treasury or to the Attorney 
General pursuant to the provisions of section 3469 of the Revised 
Statutes [(U. S. C., 1940 edition, title 31, sec. 194)] (31 U.S 

94); 

[(2) Claims of less than $10,000 may be compromised or may 
be adjusted or reduced on the basis of a reasonable determination 
by the Secretary of the debtor’s ability to pay and the value of 
the security and with or without the payment of any considera- 
tion at the time of such adjustment; releases from personal 
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liability may also be made with or without the payment of any 
consideration at the time of adjustment of — 

(2) compromise, adjzustment, or reduction of claims shall be based 
on a reasonable determination by the Secretary of the debtor's ability 
to pay and the value of the security and with or without the payment 
of any consideration at the time of such adjustment or reduction; 

(3) releases from personal liability may also be made with or with- 
out the payment of any consideration at the time of adjustment of 
claims against— 

(A) borrowers who have transferred [their farms] the 
security property to other approved applicants under agree- 
ments assuming the outstanding secured indebtedness [to the 
Secretary under this title}; and 

(B) borrowers who have transferred their farms to other 
approved applicants under agreements assuming that portion 
of their outstanding indebtedness [to the Secretary] against 
the farm which is equal to the [earning capacity] value of the 
farm at the time of the transfer, and borrowers whose farms 
have been acquired by the Secretary, in cases where the 
county committees certify and the Secretary determines that 
the borrowers have cooperated in good faith with the Secre- 
tary, have farmed in a workmanlike manner, used due dili- 
gence to maintain the security against loss, and otherwise 
fulfilled the covenants ineident to their loans, to the best of 
their abilities; 

[(C) no compromise or adjustment] 

(4) no compromise, adjustment, or reduction of claims shall be 
made upon terms more favorable than recommended by the 
appropriate county committee established pursuant to section 42 
of this Act; and 

[(3) Any] (5) any claim [of $100 or less, J which has been due 
and payable for [three] five years or more, and where the debtor 
has no assets from which the claim could be collected and has no 
apparent future debt payment ability, or is deceased and has left no 
estate, or has been absent from his last known address for a 
period of at least [two] five years, has no known assets, and his 
whereabouts cannot be ascertained without undue expense, may 
be charged off or released by the Secretary upon a report and 
favorable recommendation of the employee of the Administration 
having charge of the claim: Provided, however, That claims [of 
$10] involvi ing a principal balance of $150 or less may be [canceled 
and] charged off or released whenever it appears to the Secretary 
that further collection efforts would be ineffectual or likely to 
prove uneconomical[[; and]. 

(h) Collect all claims and obhgations arising or administered under 
this Act, or under any mortgage, lease, contract, or agreement entered 
into or administered pursuant to this Act and, if in his judgment 
necessary and advisable, pursue the same to final collection in any 
court having jurisdiction. All legal work arising out of such claims 
and obligations, including, but not limited to, ‘the prosecution and 
defense of all litigation, is authorized to be performec p as determined 
by the Solicitor of the Department of Agriculture, through the —— 
ment of Justice, by attorneys of the “Office of the Solicitor of the 
Department of ‘Agriculture, or by local counsel approved by the 
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Solicitor of the Department of Agriculture, whose fees, upon approval 
by the Solicitor, shall be paid by the Secretary; and 

(i) Make such rules and regulations and such delegations of author- 
ity as he deems necessary to carry out this Act. 


COUNTY COMMITTEES 


Src. 42. (a) The Secretary is authorized and directed to appoint in 
each county or area in which activities are carried on under this Act 
a county or area committee composed of three individuals residing in 
the county or area, at least two of whom shall be farmers residing on 
a farm and deriving the principal part of their income form farming. 
In making the first appointments pursuant to the amendments made 
by Farmers’ Home Administration Act of 1946, the Secretary shall 
designate one member of each committee to serve for a period of 
one year, one member to serve for a period of two years, and one 
member to serve for a period of three years. All subsequent appoint- 
ments shall be for a three-year period. The Secretary may appoint 
an alternate for each member of each committee who shall have the 
same qualifications and be appointed for the same term as such 
member. The members of each committee shall elect one member to 
serve as chairman. Members of the committees and their alternates 
shall be removable for cause by the Secretary. 

* * * * * 


— See 

(d) Real and personal property comprising such projects which is 
not determined by the Secretary to be suitable for sale [as family-size 
farms] as provided in (b) hereof, or which is not granted or dedicated 


as provided in (c) hereof, shall, within eighteen months after the 
effective date of the Farmers’ Home Administration Act of 1946, 
either be transferred by the Secretary to appropriate agencies of the 
United States for disposition as surplus property of the United States 
or be sold by the Secretary at public or private sale to any individual or 
corporation at the best price obtainable, after public notice, for 
cash or on secured credit, without regard to the laws governing the 
disposition of surplus real or personal property of the United States: 
Provided, however, That in the case of all sales on credit under this 
subparagraph (d) the Secretary shall obtain an initial cash payment of 
at least 20 per centum of the sales price and the remainder shall be 
paid in equal annual installments within a term not in excess of five 
years: Provided further, That whenever it is found by the Secretary 
that it is not practicable to dispose of lands reserved for sale pursuant 
to subparagraph (b) hereof under the provisions of title I of this Act, 
such lands may be sold by the Secretary under the authority of this 
subparagraph (d). 
* * + * * * 


SPECIAL CONDITIONS AND LIMITATIONS ON LOANS 


Sec. 44. The Secretary, under this Act— 
(a) Shall make no loan— 
(1) to any corporation or cooperative association; 
(2) unless the appropriate county committee certifies in 
writing that the applicant is eligible to obtain such loan and 
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that, in the opinion of such committee, he will honestly endeavor 
to carry out undertakings and obligations required of him under 
a loan which may be made by the Secretary; 

(3) to any person, unless the applicant represents in writing, 
and it is administratively determined by the Secretary, after a 
certification to such effect by the appropriate county committee, 
that credit sufficient in amount to finance the actual needs of the 
applicant is not available to him at [the] reasonable rates [(but 
not exceeding the rate of 5 per centum per annum) J] and terms 
prevailing in the community in or near which the applicant resides 
for loans of similar size and character from commercial banks, 
cooperative lending agencies, or from any other responsible 
source ; 

(4) for the carrying on of any land-purchase or land-leasing 
program, or for the purpose of carrying on any operations in col- 
lective farming, or cooperative farming, or for the organization, 
promotion, or management of — associations, land- leas- 
ing associations, land-purchasing associations, or cooperative 
land-purehasing for colonies of rehabilitants and tenant purchas- 
ers, except for the liquidation as expeditiously as possible of any 
such projects heretofore initiated. 

(b) Shall, except as otherwise specifically provided by the Congress, 
make all loans at the interest rate of 5 per centum per annum evi- 
denced by notes requiring full liability of the maker and upon such 
security and such other terms and conditions as the Secretary may 
prescribe, including such provisions for the supervision of the borrower 
as the Secretary shall deem necessary to protect his interests. 

(c) Shall, in the case of every loan, require in the loan and security 
instruments that if at any time it shall appear to the Secretary that 
the borrower may be able to obtain a loan from a production credit 
association, Federal land bank, or other responsible cooperative or 
private credit source at reasonable rates [(but not excee ‘ding the rate 
of 5 per centum per annum)] and terms for loans for similar periods 
of time and purposes prevailing in the area in which the loan is to 
be made, the borrower shall, upon request of the Secretary, apply for 
and accept such loan in sufficient — to repay the Secretary and 
to pay for any stock necessary to be purchased in the cooperative 
lending agency in connection with the loan. Provided, however, That 
in the case of mortgage loans heretofore or hereafter insured under 
this title, the Secretary may at his discretion delay his request for 
refinancing until the borrower has acquired a sufficient equity in the 
farm to enable the holder of the insured mortgage to refinance the 
loan on an uningured basis under laws or regulations to which he 
may be subject. 

* * 


BID AT FORECLOSURE 


Src. 51. The Secretary is authorized and empowered to make ad- 
vances to preserve and protect the security for, or the lien or priority 
of the lien securing, any loan or other indebtedness owing to, insured 
by or acquired by the Secretary under [this Act, the Act of August 14, 
1946, the Act of April 6, 1949, the Act of August 28, 1937, or the item 
“Loans to Farmers, 1948, Flood Damage” in the Act of June 25, 1948, 
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as those Acts are heretofore or hereafter amended or extended] any 
programs administered by the Farmers Home Administration; to bid for 
and purchase at any foreclosure or other sale or otherwise ac quire 
property pledged, mortgaged, conveyed, attached, or levied upon to 
secure the payment of any such indebtedness; to accept title to any 
property so purchased or acquired; to operate for a period not in excess 
of one year from the date of acquisition, or lease such property for 
such period as may be deemed necessary to protect the investment 
therein; to sell or grant rights-of-way or easements over such property ; 
and to sell or otherwise dispose of such property in a manner consistent 
with the provisions of section 43 of this Act. 





SUPPLEMENTAL VIEWS ON 8S. 3429 BY SENATOR HUMPHREY OF MINNESOTA 


While concurring in the favorable committee report on the bill 
(S. 3429), I wish to express supplemental views on improvements 
that in my opinion need to be made before enactment. In my judg- 
ment, unless these changes are made, the measure could weaken rather 
than strengthen the credit situation of family farmers. 


YARDSTICK FUNCTIONS OF FARMERS’ HOME ADMINISTRATION SHOULD 
BE PRESERVED 


Subsection 1 (d) of the bill should be amended to strike out the 
first sentence and make necessary language changes in the second 
sentence. 

The sentence that we urge be struck out would very largely elim- 
inate the yardstick character of Farmers’ Home Administration loans 
to family farmers. The bill passed by the House of Representatives 
(H. R. 11544) does not contain this provision. 

Under existing law, a prospective borrower is not eligible to obtain 
a direct or insured farm ownership loan from Farmers’ Home Admin- 
istration if he is able to obtain needed credit from other available 
sources at “not more than 5 percent interest.” The first sentence of 
subsection 1 (d) and subsection 3 (d) would eliminate this limitation 
upon the outside rate of interest and substitute for 5 percent the word 
“reasonable.” The record of subcommittee hearings indicates that 
this change was recommended by the executive branch to enable 
Farmers’ Home Administration to reject loan applications from any 
farmer who was able to obtain the needed loan at any higher rate of 
interest than 5 percent, to rise along with the high interest rate policies 
of the exee utive branch as they are reflected in going rates of interest 
in local areas. The Department of Agriculture witness testified that 
the word —— 8 ’ would be interpreted to mean interest rates as 
high as 6, 7, or 8 percent or higher if going interest rates in local 
areas should be at such levels. 

To make this change in existing legislation would place the Farmers’ 
Home Administration in the position of joining the race to higher and 
higher interest rates on farm loans. The minority does not believe 
such a move is consistent with the original intent of the farm owne rship 
credit provisions of the Bankhead-Jones Farm Tenant Act, as amended 
Maintaining the 5 percent limitation will help to discourage the rising 
trend of farm loan interest rates and charges to farmers. ‘The interest 
payment component of the parity index of farm costs has risen faster 
than any other component of that index. Eliminating the 5 percent 
limitation will make the increase of farmers’ interest payments even 
more rapid. 

INCREASE LOAN SIZE LIMITATION 


In order to keep pace with the growing costs of farmer operations, 
the maximum size limitation of initial loans and total indebtedness of 
Farmers’ Home Administration operating loan borrowers should be 
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increased further than the subcommittee has proposed. The measure 
increases the present $7,000 to $10,000. That increase, in my opinion, 
should be extended to $12,000 plus the bill’s proposal for authorizing 
use of 10 percent of the amount appropriated for operating loans each 
year for loans increasing the aggregate indebtedness of the borrower 
above the present limit of $10,000, but not above $20,000. 


LOANS TO DISASTER STRUCK ORCHARDISTS 


I wish to express myself as in accord with the attitude expressed in 
the House Agriculture Committee’s report on H. R. 11544 relating 
to the existing authority of the Secretary of Agriculture to deal ade- 
quately with the credit and repayment schedule needs of orchardists 
whose trees have been killed by unseasonably cold weather, as follows: 


LOANS TO ORCHARDISTS 


Some of the bills considered by the committee proposed 
special provisions for disaster loans to orchardists, including 
deferment of repayments until new trees come into produc- 
tion. Public Law 38 of the 8lst Congress now authorizes the 
Secretary to make such loans in disaster areas, such as the 
area in Oregon and Washington where many orchard trees 
were killed by last year’s early heavy freeze, and the com- 
mittee anticipates the Secretary will exercise this authority. 
It also authorizes the Secretary to set the terms and condi- 
tions for the repayment of such loans. The committee 
believes that the terms of loans of this character should be 
such as would afford real assistance to producers who suffer 
various kinds of production losses. Consequently, if the pur- 
pose of the loan is to reestablish an orchard destroyed by the 
disaster and repayment is to be expected solely from the 
production of the orchard, the first repayment installment 
should be deferred until income is expected from the re- 
established orchard. The problem of liquidity of the revolv- 
ing fund, which may be affected by such deferments, is one 
to be met when there is need for additional money in the 
revolving fund, and is not a problem which should be solved 
by amending the existing broad authority of the Secretary. 


CONCLUSIONS 


The proposed bill will not meet the overall credit needs of hard- 
pressed family farmers. I do believe, however, that if the bill is 
amended in the ways I have recommended it would be an improve- 
ment over the existing situation. I support it on that basis and with 
those reservations. I urge careful consideration, however, of the 
changes suggested. Certainly we do not wish to weaken the family 
farm credit structure of the Nation in the guise of improving it. We 
ought not to adopt legislation which will force increasing numbers of 
farmers to pay ever-increasing rates of interest. ( ‘ertainly we do not 
want such legislation to be an entering wedge in the drive to again 
raise the interest rates on all Farmers’ Home Administration loans. 


O 
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STUDY OF JUVENILE DELINQUENCY 


Jury 11, 1956.—Ordered to be printed 


Mr. Green, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 303] 


The Committee on Rules and Administration, to whom was re- 
ferred the resolution (S. Res. 303) increasing the limit of expenditures 
for conducting a study by the Committee on the Judiciary of juvenile 
delinquency in the United States, having considered same, report 
favorably thereon without amendment, and recommend that the 
resolution be agreed to by the Senate. 

This resolution would increase by $30,000 the amount to be spent 
before January 31, 1957, by the Committee on the Judiciary in its 
current investigation of juvenile delinquency in the United States, 
or a total of $85,000. The budget submitted by the Committee on 
the Judiciary in reference to Senate Resolution 173, agreed to on 
March 20, 1956, will continue to apply. 

The resolution has the approval of the Committee on the Judiciary 
in accordance with the following letter from Senator James O. 
Eastland, chairman: 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
July 10, 1956. 
Hon. THEODORE FRANCIS GREEN, 
Chairman, ( Yommittee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Senator GREEN: With reference to your letter of July 6, 
1956, concerning Senate Resolution 303, increasing the limit of ex- 
penditures for conducting a study by the ‘Committee on the Judiciary 
of juvenile delinquency in the United States, this is to inform you 
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that the above-mentioned resolution has been approved by the Com- 
mittee on the Judiciary with the recommendation that it be considered 
favorably by the Committee on Rules and Administration. 
With kindest regards, I am, 
Sincerely yours, 
JamĪmES O. EASTLAND, 
Chairman. 


The underlying purposes of the resolution are explained in a letter 
from Senator William Langer, member of the subcommittee investigat- 
ing juvenile delinquency for the Committee on the Judiciary, to the 
chairman of the Oinki on Rules and Administration, Senator 
Theodore Francis Green, as follows: 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
July 5, 1956. 
Hon. THEODORE Franots GREEN, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


Dear Senator GREEN: On July 3, 1956, I introduced Senate 
Resolution 303, which provides for an inerease by $30,000 of the limit 
of expenditures for conducting a study by the Committee on the 
Judiciary, Subcommittee To Inv estigate Juvenile De ‘linquenc) y. 

The United States Senate Subcommittee To Inv estigate Juvenile 
Delinquency was inaugurated during the 83d Congress, while I was 
chairman of the Judiciary Committee. I would like to bring to the 
attention of the Committee on Rules and Administration that Senate 
Resolution 173 was introduced in the 84th Congress, 2d session, asking 
for $105,000 for the continuation of the work of the Juvenile Delin- 
quency Subcommittee. The Judiciary Committee, at my request, 
increased the amount to $150,000 for the period from February 1, 1956, 
to January 31, 1957, on the grounds that it would be impossible for 
the subcommittee to conduct the various heari ings and investigations 
that are listed in a letter dated January 3, 1956, to you as chairman of 
the Committee on Rules and Administration. I wish to have said 
letter be made a part of the record when your committee considers 
Senate Resolution 303. It is my understanding that the Committee 
on Rules and Administration agreed to a compromise figure of $110,000 
as the sum to be allotted to the Senate Juvenile Delinquency Sub- 
committee. 

In order to place the matter on the Unanimous Consent Calendar, a 
$55,000 appropriation was agreed to, which passed the Senate. How- 
ever, on the floor of the Senate, I stated that I was opposed to the cut 
from $110,000 to $55,000 and that I would reserve my right to come 
before the Senate at a later time and ask for an increased appropriation 
or an extension, Thus, I have introduced Senate Resolution 303. 

A review of the material in the letter of January 3, 1956, from 
Senator Kefauver to you discloses fully the juvenile delinquency prob- 
lem in the United States today, which, according to J. Edgar Hoover, 
the Children’s Bureau, and other State and local agencies is still a 
menacing social problem in this country and is still on the increase. 
The only gratifying figure of recent statistics is that there is a trend 
toward h olding the line so that the percentage of increase this past 
year was not as great as in previous years. The letter further refers 
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to the many subjects of inquiries, investigations, and hearings that 
needed to be delved into in the year of 1956, the various bills which 
were introduced by the subcommittee which had to be considered by 
the various committees and by the Senate itself, and the various 
interim reports that had to be written consistent with the procedure 
of subcommittees on the various hearings and investigations con- 
ducted. 

Naturally, with the appropriation cut approximately in half, the 
subcommittee staff had to be reduced proportionately. It, therefore, 
follows that with a limited staff, they would not be able to conduct the 
necessary investigations and hearings that would be required to give 
to this country the services we expect in the fight against this great 
social problem. As I stated in my statement when I introduced 
Senate Resolution 303, there are certain hearings that by all means 
should be held —hearings and investigations covering such topics as 
nareotic addiction among minors, institutions and treatment, Federal 
forestry camps, Federal probation system, youth correction act, 
mental health facilities for youth, youthful offenders 18 to 21, Armed 
Forces induction policy, runaway children, juvenile court system, 
delinquency in rural areas, preventive programs, slum areas and hous- 
ing, legislative hearings, ‘and continuations of mass media and its 
impact on juvenile delinquency and problems of Indian children. 

Since March 19, when the subcommittee was granted its extension, 
it has prepared several significant reports and has held a very im- 
portant hearing on several subcommittee bills pertaining to the so- 
called interstate racket in black-market baby-adoption practices. 
Two hearings are being scheduled within the next 10 days, and a 
hearing on the treatment and cure of juvenile narcotic addicts will 
be held at the end of this month. There are certain hearings that 
Senator Wiley and I are particularly interested in conducting, which 
we believe to be of utmost importance in the correction of this prob- 
lem of juvenile delinquency. I have received requests from people in 
the Far West and the great Northwest repeatedly asking us to con- 
duct hearings in those areas, dealing with several aspects of the 
juvenile delinquency problem. I am sure that the subcommittee 
would like to hold hearings on some of the other subjects discussed 
in the preceding paragraphs, some of which have been covered either 
by questionnaires or by personal investigation; however, under no 
circumstances can we fully cover the above » subjec ts under the existing 
balance to the present appropriation. 

Just a glance at the subjects that need to be investigated would 
show that they go into the very core of the causes of juvenile delin- 
quency and the remedies that must be furnished in order to alleviate 
it. If Congress should adjourn by the end of July, and considering 
July’s expenses, the balance of the appropriation will be approximately 
$12,000. On that basis, the subcommittee could not possibly go 
beyond the 15th of September. If such be the case, then this sub- 
committee would be forced to close shop before completing its excellent 
and energetic program, referred to in the January 3, 1956, letter to 
the committee and reported to the Senate on March 19, 1956. 

In summarizing, in 1953, when the subcommittee was inaugurated, 
the rate of juvenile delinquency i in the United States was the highest 
in its history. The subcommittee, through its excellent investigations 
and hearings, has helped immeasurably in alerting the public, State, 
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and local officials and agencies, and religious, civic, and service groups 
and agencies in a combined fight against juvenile delinquency. We 
have seen introduced into the Senate of the United States approx- 
imately 30 bills which are intended to correct some of the factors 
leading to juvenile delinquency. All but one of these bills are still 
pending in committee or awaiting action by the Senate. This work 
must be completed. 

We have had reports that States and city councils throughout the 
United States have enacted legislation, much of which was suggested 
by the work of this subcommittee through its investigations, hearings, 
and conferences, which legislation will go a long way in stemming the 
tide in the increase of juvenile delinquency throughout the country. 

Many State, city, and county governments have initiated youth 
commissions and youth councils for the purpose of organizing an all- 
out effort by public and private agencies and groups in combating 
juvenile delinquency. The Senate subcommittee has received thou- 
sands of letters from State and local public officials, leaders of religious, 
civic, and service community groups, as well as from many mothers 
and fathers, congratulating the subcommittee on its many efforts to 
help the youth of this Nation. 

In conclusion, I wish to say that at this time it is unwise for us to 
curtail the activities of a subcommittee that has done such excellent 
work. The subcommittee should have available to it sufficient re- 
sources to enable it to complete its excellent program, as set forth in 
previous reports to the United States Senate. I believe that amend- 
ment of Senate Resolution 173 so as to give the subcommittee an 
additional $30,000 with which to complete its work is most necessary, 
and should immediately be agreed to, before the conclusion of business 
of this session. 

With every good wish, I am 

Sincerely yours, 
WILLIAM LANGER, 
United States Senator. 
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AMENDING THE ATOMIC ENERGY COMMUNITY ACT 
OF 1955 


June 11, 1956.—Ordered to be printed 


Mr. Anprrson, from the Joint Committee on Atomic Energy, 
submitted the following 


REPORT 


{To accompany 8. 3822) 


The Joint Committee on Atomic Energy, having considered S. 3822 
to amend the Atomic Energy Community Act of 1955 do unanimously 
report favorably thereon with an amendment and recommend the 
bill, as amended, do pass 


> 


The amendment is to strike from the word “property;” on page 3, 
line 10, to the end of the paragraph on line 19, and insert in lieu 
thereof the word “property.” 

In the Atomic Energy Community Act of 1955, the Congress opened 
the way for the communities of Oak Ridge, Tenn., and Richland, 
Wash., to develop normal self-government and to sell the property in 
the towns to the residents. At this time, the appraisals of the prop- 
erties to be sold have been completed and the towns are at the point 
where the sales programs are about ready to begin. 

The intervening year has shown the need for some minor amend- 
ments to be made to the act in order to smooth the way for the sales 
program and to provide technical amendments to ease the work of 
the agencies involved in the sales. On February 14, 1956, by Execu- 
tive Order 10657, in accordance with the provisions of section 101 of 
the act, President Eisenhower transferred to the Housing and Home 
Finance Administrator most of the sales and financing duties imposed 
on the Atomic Energy Commission under the act. 

Section 1 of the bill provides for equitable treatment, in the estab- 
lishment of sales prices, of improvements made by lessees of commer- 
cial property. In the act, tenants who had made certain improve- 
ments to residential property were given credit against the sales price 
for the value of these improvements; however, the treatment to be 
accorded improvements to commercial property was intentionally put 
over for further consideration. The difficulties, which section 1 is 
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intended to resolve, arise from the wide variations in the terms of 
commercial property leases; some of the leases have reflected lessees’ 
improvements to the property in the rental payment, while some have 

not. Some of the commercial structures are Government -owned (in 
many cases, former Army structures converted into stores) ; some have 
been built by the lessees on land leased from the Government for that 
purpose. 

Several alternative approaches were suggested. One was to deduct 
the value of improvements made by lessees to Government-owned 
structures from the selling price. Another was to permit the ap- 
praisers to determine the amount by which the current fair market 
value of the Government’s interest in the property is enhanced by the 
improvements, excluding that portion of the improvement for which 
the lessee has already received crecit in the granting of the lease or 
in changes made in lease terms. ‘Ihis second alternative was sug- 
gested by the commercial lessees at Oak Ridge, and was selected by 
the joint committee as being fairer, although perhaps more difficult 
to administer. The commercial lessees at Richland suggested a third 
alternative which would have disregarded the Government’s interest 
in any commercial building erec ‘ted by a tenant (arising from the re- 
versionary rights). In view of the fact that this reversionary right 
was one of the important terms of the lease, the joint committee did 
not accept this suggestion. 

Section 2 of the bill amends the act by adding two new subsections 
b and ¢ to section 62. The first of these would permit the Housing 
and Home Finance Administrator to make advances, as part of the 
initial financing arrangement, for necessary repairs, or for rehabilita- 
tion, modernization, rebuilding or enlargement of houses bought by 
priority purchasers. Many of the citizens of both towns are anxious 
to make extensive repairs and improvements to the houses they buy; 
this amendment would permit the Government financing to include 
advances for these purposes in the same manner as private loans 
insured by the Federal Housing Administration. The committee 
amendment to subsection b would strike that portion of the repair 
loan authorization which would have extended the authority to make 
advances even after the original financing arrangement had been exe- 
cuted. Since the act contemplates sale of the Government-held 
mortgages to private investors, it was thought that authority for 
future advances would make the mortgages unattractive—the com- 
mercial investors would not know what they were purchasing. At 
the suggestion of HHFA this authority is being removed from the bill. 

The second new part of section 62 is subsection ¢ which would 
authorize the HHFA to finance the purchase of commercial property 
by the lessees if private financing is not available on aaaonable terms. 
Testimony taken at Richland indicates that this private financing will 
probably not be available, in view not only of the general tightening 
of credit lines, but also because the commercial people in the com- 
munities have not been established in business long enough or fail in 
other ways to meet the usual requirements of commercial banking 
interests for credit to purchase the property. 

Section 3 clarifies the authority to manage and again dispose of any 
property which may be acquired through foreclosure of a mortgage 
or contract to purchase. 

Section 4 would replace the former section 117 with a new section 
establishing a community disposal operations fund. Receipts from 
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disposition of property at the communities would be paid into this 
fund, which would be available to pay administrative expenses and 
other costs of disposition and 2* operations, such as the manage- 
ment of any properties that may be acquired because of default and 
foreclosure. Under the new section 117, businesslike accounting and 
budget procedures would be followed and appropriate reserves for 
future expenses would be established. Amounts in excess of the re- 
quirements of the fund would be paid into the Treasury as liquidating 
dividends, not less often than annually. To provide a source of funds 
until such time as receipts from disposition are adequate to cover 
expenses, the sales agency is authorized to make temporary advances 
from other available operating funds; however, in order to assure that 
all such funds are restored to their sources as promptly as possible, 
these temporary advances are required to be retired at or before the 
end of each fiscal year to the extent of any unobligated balances which 
remain in the fund prior to the establishment of reserves for future 
operations or the payment of liquidating dividends to the Treasury. 

Section 5 repeals section 118 c of the act, in view of the fact that 
most of its provisions are now incorporated in section 117. 

Section 6 increases the funds authorized for expenditure in Rich- 
land to prepare the municipal installations for the transfer to the new 
city by $50,000. This sum is to be spent on badly needed repairs 
and additions to the Richland city library. With this increase, the 
AEC is authorized to spend $2,215,000 in modernization of the 
municipal installations at Richland prior to their transfer. 

The comments of the Housing and Home Finance Administrator, 
= Comptroller General, and the Atomic Energy Commission on the 
ill are: 


Hovusinc ann Home Finance AGENcy, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., April 24, 1956. 
Hon. Jonn J. Dempsey, 
Chairman, Subcommittee on Communities, 
Joint Committee on Atomie Energy, 
Congress of the United States, Washington, D. C. 

Dear Mr. Cuatrman: This is in reply to your request for views 
of this Agency with respect to a draft bill containing proposed amend- 
ments to the Atomic Energy Community Act of 1955, a copy of which 
draft is attached. As your committee knows, the President has 
assigned to the Housing and Home Finance Administrator responsi- 
bility for the property sales and financing at the communities of Oak 
Ridge and Richland, as authorized by the Atomic Energy Community 
Act of 1955. For ease of reference we shall comment upon each of 
the proposed amendments in the order in which they appear in the 
draft bill. 

Section 1: This amendment would provide for allowing betterment 
credits for commercial and other nonresidential property similar to 
the credits allowed in the case of the purchase of single-family and 
duplex houses. Whether or not credit should be given for such im- 
provements, the extent of such credit, and the types of cases in which 
it should be given are all matters of basie policy which are peculiar 
to the two atomic energy communities. Therefore, the Housing 
Agency is not in as good a position to advise the Congress on these 
matters as is the Atomic Energy Commission. However, Federal 
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Housing Administration appraisers are now engaged in making 
appraisals of these properties and of the improvements. When 
these appraisals are completed and evaluated, we shall, of course, be 
pleased to make them available to your committee. Also, after your 
committee has reached a policy decision, we would very much ap- 
preciate an opportunity to review any amendment on this matter 
which your committee may wish to adopt for the purpose of evaluat- 
ing its effect on the efficiency and practicality of our technical sales 
and financing operations. 

Section 2: Subsections a and b would amend section 62 of the act 
(the section authorizing Government financing) by (1) providing 
additional authority to the Commission to assume discount charges 
made by private lending institutions in order to encourage the use of 
private mortgage funds, and (2) authorizing the Commission to make 
advances for necessary repairs, modernization, and alterations at the 
time of the initial closing transaction, or at a subsequent period. As 
you will recall, this agency had expressed some concern that discounts 
might be required in order to attract private financing for the sales 
program. If such a situation arose, it was suggested that it could be 
handled either by paying for such discounts out of the sales proceeds, 
wr, alternatively, that the Government take over the purchase money 
mortgages when private financing at par was unavailable and later 
resell such mortgages at whatever discounts the market required. 
Since first expressing these views we have had an opportunity to con- 
sult with the Bureau of the Budget and we are of the opinion that the 
best interests of the Government would be served by having the 
Government take over the purchase-money mortgages when private 
mortgage funds at par are unavailable and later reselling such mort- 
gages at whatever discounts are required. A copy of a letter from the 
Assistant Director of the Bureau of the Budget, dated February 6, 
to this Agency, containing the views of the Bureau, is herewith 
attached. Accordingly, we recommend that the first sentence in 
subsection a of section 2 of the draft bill be stricken. ‘The remaining 
provisions in proposed section 62 a would, accordingly, be the same 
as in the present subsection. The present provisions of the act author- 
ize the sale of Government-owned purchase-money mortgages on 
terms set by the Commission. 

Subsection b of section 2 of the diaft bill authorizes advances by the 
Government for necessary repairs, modernization, and alterations 
where the Government is taking back a purchase-money mortgage. 
In this regard the draft bill would authorize such advances at the time 
of the initial closing transaction and also at a later date by taking 
an additional mortgage on the property. 

Upon the basis of information received by this Agency from the 
Federal Housing Administration, which made the appraisals of the 
residential dwellings, a great number of tenants in Oak Ridge expect, 
as an incident to their purchase, to make major improvements to the 
houses in which they are now living. Such contemplated improve- 
ments include the addition of rooms, patios, garages, general interior 
rehabilitation and the covering of exterior walls. In Richland, the 
number of prospective purchasers who have expressed an intention 
to make major improvements is not as great as at Oak Ridge but this 
number may increase substantially once the sales program is under- 
way. There is good reason to believe, too, that many tenants will not 
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purchase the houses in which they live unless they can be assured 
of financing to cover the cost of the extensive repairs and improvements 
they have in mind. From the broader view of the Government’s 
investment in these communities and to maintain a desirable 
residential community, it would seem that some provision to insure 
the availability of financing to cover improvement repairs and altera- 
tions, is essential. 

Fortunately, under existing legislative authority, FHA is authorized 
to insure mortgage loans involvi ing financing for improvement repairs. 
In such cases FHA appraises the property upon the assumption the 
improvement repairs have been made and issues a commitment to 
make the loan conditioned upon the completion of the repairs. Con- 
sequently, in the case of privately financed loans insured by the FHA 
the availability of financing to cover improvement repair presents no 
legislative problem. In connection with Government financing as 
presently authorized under section 62, however, no clear authority to 
make such advances exists. We think therefore that the provisions 
of subsection b of section 2 authorizing such advances to be both 
desirable and essential. However, we do not believe this authority 
should exist beyond making such financing available as an incident to, 
or contemporaneously with, the closing of the sales transaction. 
Accordingly, we respectfully suggest that the proposed subsection b, 
of section 2 of the draft bill be amended by striking the first semicolon, 
inserting a period, and striking the balance of that subsection. As 
thus amended the section would be consistent with the related 
authority of the FHA. It would also be consistent with the legisla- 
tive intent that the Government financing under section 62 be no more 
favorable than private financing insured under section 223 of the 
National Housing Act. Making repairs at a later date (which the 
language to be stricken would authorize) with Government financing 
would affect the insurability of the mortgage loan, or would require a 
new closing transaction and additional cost to the purchaser. 

We also believe it is in the best interest of the Government to dispose 
of its mortgage holdings as soon as possible once the initial financing 
is completed. Advances for re pairs over an extended period would 
not be consistent with this purpose. 

Subsection c, section 2: This amendment would make available 
Government financing for the purchase of the Government’s interest 
in commercial properties where financing on reasonable terms is not 
available from other sources under such terms and conditions as the 
Commission deems appropriate. Preliminary investigation indicates 
there may well be cases where the sale of commercial property would 
depend on the availability of Government financing. We therefore 
béllevs that such authority should be provided in order to facilitate 
the sales program. If the authority is granted, we would expect to 
make loans only where necessary and on terms and conditions sub- 
stantially similar to those which are ordinarily available from private 
lenders, in order to facilitate the sale of such mortgages to private 
lenders at a later date. 

Section 3: This is a technical amendment to section 116 of the act 
which would provide authority to enable us to deal effectively with 
any property which the Government may have to reacquire. ‘This 
desirable amendment is based on provisions of the National Housing 
Act and embodies authority which has been found to be appropriate 
in dealing with Government-acquired properties. 
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Sections 4 and 5: These amendments, originally proposed by this 
Agency, would rewrite sections 117 and 118 of the Atomic Energy 
Community Act of 1955. The purpose of this amendment is to 
clarify the present law, to provide for more business-like operations, 
and to make funds available when needed for the substantive opera- 
tions contemplated by the law. 

More specifically, section 117 of the act would be amended in the 
following respects: 

1. It would establish a community disposal operations fund, into 
which would be deposited the proceeds of sales of the properties and 
from which would be paid the expenses of the disposal program. 

2. The new section would make it clear that moneys could be re- 
tained in the fund to meet estimated future expenses incident to the 
disposal program. In this respect, the language would clarify the 
law and carry out what we are advised was the original intent of the 
Committee in connection with the financing of these activities. This 
intent is confirmed in the letter of Chairman Anderson to me, dated 
April 9, 1956. 

3. It would authorize the use of moneys in the community disposal 
fund to meet all the various kinds of expenses which might arise in 
carrying out the act, and would provide for business-type estimates 
and reports of operating results to be furnished to the Congress. 

4. It would authorize temporary advances to the community dis- 
posal fund from any other funds available to the Administrator for 
operations. The purpose of this arrangement is to recognize the 
fact that it may be necessary to use funds in carrying out the purposes 
of the act at certain times—especially in the first months of operation 
--at a more rapid rate than they are becoming available through re- 
ceipts. As this occurs, it will be essential, in order to avoid serious 
delays, to have authority to make temporary advances of funds until 
such time as the receipts do come in. The language would require 
that such temporary tii be repaid prior to the end of each fiscal 
vear to the extent of unobligated balances remaining in the community 
disposal fund. 

5. Any amounts determined to be surplus to the requirements of 
section 117, as revised, would be declared and paid to the Treasury 
as liquidating dividends not less often than annually. 

Subsection ¢ of section 118 would be repealed because the subject 
matter covered by that subsection would be included in the newly 
rewritten section 117. 

We believe that these changes in sections 117 and 118 are fully in 
keeping with the original concept of the financing of the disposal 
program which the committee had in mind in drafting the 1955 act. 
At the same time, we believe that they would eliminate doubts and 
defects in the present law and would provide for more effectively and 
expeditiously carrying out the intent of Congress in the disposal 
program, and for clearer and more informative reporting to the 
Congress on the results achieved. 

The early passage of the proposed amendments is in our opinion 
essential to an effective disposal operation. We trust that the com- 
mittee and the Congress will favorably consider these amendments 
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and consider them as a matter of necessity for the expeditious handling 
of this program. 
The Bureau of the Budget has advised that it has no objection to 
the submission of these views. 
Sincerely yours, 


ALBERT M. Core, Administrator. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., February 6, 1956. 
Hon. ALBERT M. COLE, 
Administrator, Housing and Home Finance Agency, 
Washington 25, D. C. 

My Dear Mr. Core: This will acknowledge receipt of a copy of 
your letter of January 17, 1956, to Mr. George Norris, Jr., acting 
executive director and counsel of the Joint Committee on Atomic 
Energy, commenting on several amendments to the Atomic Energy 
Community Act of 1955 proposed by the Committee, and suggesting 
three additional amendments. 

The Bureau concurs, in general, with your comments on the amend- 
ments proposed by the Committee and endorses, in particular, your 
——— recommendation with respect to section 3 of the amend- 
ments which would grant a price concession to purchasers who sub- 
sequently demolished the purchased structure and erected a new 
home on the same site. 

This office, further, would have no objection to the enactment of 
the amendments vou propose to: (1) es‘ablish a revolving fund for 
the financing of the disposal program, and (2) authorize advances 
for repairs, rehabilitation, modernization, or enlargement of residential 
properties to priority purchasers unable to obtain private financing 
on reasonable terms. It is understood that in admimstering the latter 
provision, every effort would be made to finance these alterations with 
private funds. In this connection consideration might be given to 
liberalizing present FHA open-end mortgage provisions. 

This Bureau and the Tr asury Department oppose the amendment 
which you propose to authorize the negotiation of discounts with the 
lender at the time of initial sale. In our opinion, the Government 
can obtain a better return with less administrative effort by taking 
over purchase-money mortgages when private financing is unavailable 
and reselling them in packages at appropriate discounts. Since 
existing law permits sale of acquired mortgages on terms set by the 
Commission, no new legislation would appear to be necessary. 

Subject to the foregoing comments, your report is without objection 
insofar as this office is concerned. We would appreciate your advising 
the Committee of our views. 

Sincerely yours, 


? 


Percy Rappaport, 
Assistant Director. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, February 20, 1956. 
Hon. Curnton P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Mr. CuHatrman: Reference is made to Mr. Norris’ letter of 
January 24, 1956, requesting our views on certain proposed amend- 
ments to the Atomic Energy Community Act of 1955 (69 Stat. 471). 
The proposed bill would amend sections 36a, 62, 116 and 117 of the 
basic act and would repeal section 118c thereof. 

Section 36a of the act as presently written provides for credit to 
be given purchasers of residential property for improvements made to 
the premises by them. The purpose of the amendment is to allow 
similar improvements credits on commercial and other property. 
Alternative language to accomplish this is suggested. Under the 
first alternative section 36a would be made applicable to all property 
by striking the limiting word “residential” from the section, but with 
the proviso that in the case of commercial property the amount of the 
credit shall be determined by the Commission on the basis of the 
appraisal by the Federal Housing Commissioner under section 32. 
The proviso further requires that the credit on commercial property 
be reduced to the extent, as determined by the Commission, that 
compensation for the improvements has previously been given the 
lessee of the property —8 the terms of his lease or otherwise. As 
stated in the explanation which —— non the proposed bill, the 
making of such determinations by the Commission would be difficult. 
We believe it might impose upon the Commission an administrative 
burden out of proportion to the benefits which would accrue to the 
Government. 

The second alternative does not require a reduction in the improve- 
ment credit for compensation previously given the lessee. We 
believe this alternative would be more feasible to administer. How- 
ever, it is suggested that the second category of property be described 
as property improved by Government-owned commercial or industrial 
buildings. In this connection, it is noted that the present section re- 
quires a credit equal to the amount by which the current fair market 
value of the Government’s interest is enhanced as a result of the 
improvements. However, no precise method for determining this 
amount is presently prescribed. While section 36c provides for an 
appraisal of the value of the improvements, this value is not neces- 
sarily the same as the resulting enhancement in fair market value. 
We think consideration might well be given to amendment of section 
36c to provide for a determination of the enhancement in market 
value of the Governme! t's interest instead of the value of the improve- 
ments. 

Section 62 of the act now permits the Commission to accept first 
mortgages on residential property when other reasonable financing is 
not available, subject to the limits fixed by section 223 (a) of the 
National Housing Act. This authority would be continued under 
the proposed amendment to the section, and would be expanded to 
permit the Commission to absorb discounts involved in placing 
Government-owned mortgages under private financing. A proposed 
additional subsection would permit the Commission to ‘make advances 
for repairs to single and duplex residential properties sold to priority 
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purchasers, such advances to be covered by the first mortgage if 
made at the time of sale or by an additional mortgage or an ine teased 
first mortgage when made later. Another new subsection would 
permit Commission financing of salesof commercial property on 
terms left to its discretion. We believe the purposes sought to be 
accomplished by the amendment of section 62 are desirable, and we 
have no comment or suggestion to offer on the terms of the amend- 
ment. 

Section 116 of the basic act authorizes the Commission to repossess 
property on which it holds mortgages or which it has acquired under 
section 66, and to sell or otherwise dispose of such property, ‘The 
proposed amendment to this section would broaden the Commission’s 
authority in dealing with property acquired by it under the act to 
permit completion, renovation, repair, rental or other action in con- 
nection with the property which may reasonably be necessary for its 

care and ultimate disposal. ‘The Commission would also be given 
authority to collect or compromise all claims arising pursuant to the 
section. This amendment was proposed by the Housing and Home 
Financing Agency, and we believe it to be desirable. 

Section 117 of the basic act requires net proceeds realized by the 
Commission from the disposal of property to be deposited in the 
Treasury. Section 118¢ authorizes the use of such net proceeds by 
the Commission to pay costs, losses, and other obligations incurred 
by it in connection with the repossession, disposal, and other dealing 
with property. Section 117 also provides for the annual transfer 
to miscellaneous receipts of the Treasury of such part of the net 
proceeds as the Commission advises is no longer needed to meet 
contingent pl iari heene of this nature. The proposed amendment to 
the act would consolidate sections 117 and 118c by establishing a 
community disposal operations fund into which disposal proceeds 
would be deposited and to which the Commission could make tempo- 
rary advances from its own funds. Such advances would be repaid 
* the appropriation from which they came prior to the close of the 
fiscal year during which made, to the extent of any unobligated bal- 
ances in the fund. As written, the proviso at the end of the proposed 
subsection 117a does not specifically cover repayments made in 
subsequent fiscal years. It is suggested that this could be accom- 
plished by changing the clause “prior to the close of the fiscal vear 
during which such advances are made” to read “prior to the close 
of each fiscal vear.” Of course, if advances from appropriations 
subject to fiscal-year limitations were not repaid prior to the close 
of the year in which made, subsequent repayments would not be 
available for obligation. We understand, however, that advances to 
the fund probably will be made from “pno vear” appropriations or 
funds, in which case this problem will not arise. Section 118c of the 
existing act would be repealed and incorporated in subsection b of 
section 117 as amended, which permits the use of the community 
disposal operations fund to pay expenses and obligations incurred in 
connection with the Commission’s functions under the act. 

Subsection c of the proposed section would retain the requirement 
that any amount in the fund in excess of that needed for the purposes 
of the fund be paid as liquidating dividends to the Treasury at least 
annually. We believe that the establishment of a separate fund for 
receipts and disbursements connected with the community disposal 
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program is a desirable objective. We note that, while present section 


117 permits the Commission to advise the amount in the fund to be 

treated as excess, the proposed subsection 117c fails to state by whom 

such a determination is to be made. If it be intended to have this 

determination made by the Commission, we suggest the insertion of 

the words “by the Commission” after the word “determined.” 
Sincerely yours, 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Unirep States Aromic ENERGY COMMISSION, 
Washington, D. C., April 12, 1956. 
Hon. Jonn J. DEMPSEY, 
Chairman, Subcommittee on Communities, 
Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. Dempsey: You have requested this Commission’s com- 
ments on a draft containing proposed amendments to the Atomic 
Energy Community Act of 1955, copy attached. As you know, the 
President has signed an Executive order transferring the sales and 
financing functions under the Community Act to the Housing and 
Home Finance Administrator. Since the proposed amendments relate 
almost entirely to the sales and financing functions under the Com- 
munity Act, they fall within the area of responsibility of the Housing 
and Home Finance Agency and we believe that Agency will be in the 
best position to evaluate their effect on the discharge of that Agency’s 
sales and financing functions. However, in view of the intimate 
concern of this Commission with the effective conduct of the disposal 
program, as well as its background of experience with the problems 
of the disposal of housing at Oak Ridge and Richland, we welcome the 
opportunity to express our views on the proposed amendments. The 
Commission’s comments on the proposed amendments are as follows: 

Section 1—Betterment credits —With regard to betterment credits, 
the Commission’s position, as provided in the bills submitted to the 
Joint Committee in 1954-55 and embodied in alternative 2 to section | 
of the proposed bill and as stated in Mr. Strauss’ letter to Senator 
Anderson of July 22, 1955, is as follows: 

(a) The Commission believes that the lessees of single and du- 
plex houses should be entitled to receive a credit for betterments 
made by such individuals. The present law grants such a credit. 

(6) The Commission believes that commercial lessees of Gov- 
ernment-owned buildings and lessees of church or nonprofit prop- 
erties should be entitled to receive the benefit of betterment credits. 
In this connection it should be noted that some leases of com- 
mercial and industrial Government-owned buildings were based 
on rentals or lease periods which gave consideration to the cost 
to the lessee of a requirement that he make certain improvements. 
In other cases the lessee made improvements which thereupon 
became the property of the Government, although the lease did 
not require such improvements and the cost of the i improvements 
was not reflected in the rental or an adjustment in the lease 

period. Alternative 1 would require a case-by-case analysis of 
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each such lease to determine whether and to what extent the cost 
of such improvements was reflected in the rental or an adjustment 
in the lease period. Since it may prove very difficult and time- 
consuming to segregate accurately these two types of cases, and to 
determine, for each individual lease, the amount of rental adjust- 
ment or extension of the lease period as related to the cost of the 
lessee’s improvements to Government-owned buildings, the Com- 
mission is of the opinion that the credit for the lessee’s improve- 
ments should apply to all sales of Governnment-owned commercial 
and industrial buildings. Proposed alternative 2 to section 1 
permits the type of credit whieh the Commission recommends. 

(c) The Commission, however, does not recommend the allow- 
ance of a betterment credit to priority purchasers of leased land 
on which there are located privately owned commercial buildings, 
as appears the intention of alternative 1 to section 1, because in 
many cases the Commission has a reversionary interest in the 
building after expiration of the lease which forms a part of the 
consideration for the lease. If a credit were to be allowed, the 
Government without apparent basis would be giving away an 
existing element of value. In those cases where the Commission 
has no reversionary right to the privately owned building, it would 
not be selling to such lessees any interest in improvements on the 
lot, and, thus, there is no need for such a credit. 

Accordingly, the Commission recommends adoption of alternative 2 
to section 1 of the proposed bill. Because we believe alternative 2 pre- 
sents, in principle, the preferred approach, we do not comment on the 
serious difliculties of draftsmanship which alternative 1 appears to 
present, 

Section 2—Commission financing.—We understand that HHFA has 
requested that the first sentence of subsection (a) and a portion of sub- 
section (b) be deleted. Accordingly, we do not comment thereon. 
The remaining portion of subsection (a) restates the existing law and 
the Commission has no objection thereto. Subsection (b) would pro- 
vide means of financing necessary repair or rehabilitation of single or 
duplex dwellings in connection with the sale of such buildings to prior- 
ity purchasers. The Commission believes this provision will facilitate 
sales of properties under the act. 

Subsection c of section 2 of the proposed amendment would extend 
the availability of direct Government financing to purchasers of com- 
mercial property. The Commission did not include in the bills it sub- 
mitted to the Joint Committee in 1954 and 1955 provisions for direct 
Government financing of commercial structures because it was not 
then satisfied that such Government financing was necessary. Since 
the Housing and Home Finance Agency is responsible under the 
Executive order for determining questions of. financing, we would 
defer to their judgment as to the necessity for and appropriateness 
of this provision. 

Section 3—Powers.—-The Commission has no objection to this 
amendment. 

Sections 4 and 5—Financing Provisions.—Section 4 would amend 
section 117 to clarify the purpose of and procedures as to the use of 
funds received under the act with regard to sales of property. The 
Commission has no objection to such a clarifying amendment. In 
view of the extent of the proposed amendment to section 117, section 
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118b of the act is unnecessary. Accordingly, the Commission has no 
objection to the proposed repeal of section 118b of the act as provided 
in section 5 of the proposed amendments. 

The Commission is desirous of promoting the objective of the Atomic 
Energy Community Act of 1955 that Government ownership and man- 
agement of the communities of Oak Ridge and Richland be terminated 
in an expeditious manner which will not impede the accomplishment 
of the basic programs of the Commission under the Atomic Energy 
Act of 1954. We welcome any amendments to the Community Act 
which will promote that basic objective. It is our understanding that 
the time is rapidly approaching when it will be possible for the sales 
agency to begin to offer properties for sale under the act. Because the 
pendency of amendments which would significantly affect the terms 
and conditions of sale and financing might require a postponement of 
any sales until the issues presented by the amendments have been 
definitively resolved, we trust that the committee and the Congress 
will regard definitive action on any. amendments which may be pro- 
posed to the Community Act as a matter of urgency. 

The Bureau of the Budget has advised that it has no objection to the 
submission of these views. 

Sincerely yours, 
K. E. Freips, General Manager. 


CHANGES IN Existinc Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics, existing 


law in which no change is proposed is shown in roman): 


Sec. 36. IMpROovVEMENTS.— 


a. In addition to any other deduction which may be permitted 
from the sales price for [residential] property, there shall, upon ap- 
plication by the prospective purchaser, be deducted the amount by 
which the current fair market value of the Government’s interest in the 
premises is enhanced as a result of improvements to the premises 
made by, or at the expense of, the prospective [purchaser.] purchaser; 
provided that, with reference to commercial property, the improvement 
credit allowed shall be the value of the enhancement of the Government's 
interest in the property, as determined by the Commission on the basis of 
the appraisal provided for under Section 32; provided further, that such 
credit shall be reduced to the extent that lessee has been previously com- 
pensated therefor. as determined by the Commission, under the terms of 
the lease or otherwise. 


Sec. 62. Commission Financinc.— 

a. In the event that the Commission finds that financing on 
reasonable terms is not available from other sources, the Commission 
may, in order to facilitate the sale of residential property under 
chapter 5 of this Act, accept, in partial payment of the purchase 
price of any house, apartment building, or dormitory notes secured 
by first mortgages on such terms and conditions as the Commission 
shall deem appropriate. In the case of houses and apartment build- 
ings, the maturity and percentage of appraised value in connection 
with such notes and mortgages shall not exceed those prescribed under 
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section 223 (a) of the National Housing Act, as amended, and the 
interest rate shall equal the interest rate plus the premium being 
charged (and any periodic service charge being authiceiaed by the 
Federal Housing Commissioner for properties of similar character) 
under section 223 (a) of the National Housing Act, as amended, at 
the effective date of such notes and mortgages, 

b. The Commission may sell any such notes and mortgages on 
terms set by the Commission. 


Sec, 62. Commission Financine.— 

a. In the event that the Commission finds that financing on reasonable 
terms is not available from other sources, the Commission may, in order 
to facilitate the sale of residential property under chapter 5 of this Act, 
accept, in partial payment of the purchase price of any house, apartment 
building, or dormitory notes secured by first mortgages on such terms 
and conditions as the Commission shall deem appropriate. In the case 
of houses and apartment buildings, the maturity and percentage of 
appraised value in connection with such notes and mortgages shall not 
exceed those prescribed under section 223 (a) of the National Frousing 
Act, as amended, and the interest rate shall equal the interest rate plus 
the premium being charged (and any periodic service charge being 
authorized by the Federal Housing Commissioner for properties of similar 
character) under section 223 (a) of the National Housing Act, as amended, 
at the effective date of such notes and mortgages. 

b. In connection with the sale of residential property financed under 
section 62 a. of this Act, the Commission is authorized to make advances 
for necessary repairs, or for the rehabilitation, modernization, rebuilding, 
or enlargement of single and duplex residential properties to priority 
purchasers, and to include such advances in the amount of the note 
secured by the mortgage on such property; and in all cases where the Com- 
mission has acquired a note and first mortgage or other obligation or lien 
upon such residential property as provided in section 62 a. hereof, to 
make advances to provide for the necessary repairs or for the rehabilita- 
tion, modernization, rebuilding, or enlargement of such property and to 
take an additional lien, mortgage, or conveyance to secure the amount so 
advanced, or to take a new note secured by a first mortgage for the whole 
indebtedness. 

c. In the event that the Commission finds that financing on reasonable 
terms is not available from other sources, the Commission may, in order 
to facilitate the sale of commercial property under chapter 5 of this Act, 
accept, in partial payment of the purchase price of any commercial prop- 
erty, notes secured by first mortgages on such terms and conditions as the 
Commission shall deem appropriate. 

d. The Commission may sell any notes and mortgages acquired under 
subsections a. and c. hereof on terms set by the Commission. 

Sec. 116. Repossesston.—The Commission is authorized to repos- 
sess any property sold by it in accordance with the terms of any 
contract to purchase, mortgage or other instrument, and to sell or 
make any other disposition of any property so repossessed and any 
property purchased by it pursuant to section 66. Notwithstanding any 
other provision of law relating to the acquisition, handling, or disposal of 
real property by the United States, the Commission shall have power to 
deal with, complete, operate, rent, renovate, modernize, insure, or sell for 
cash or credit, in its discretion, any properties acquired pursuant to this 
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Act, and to pursue to final collection, by way of compromise or otherwise, 
all claims arising pursuant to this section: Provided, That expenses 
authorized by this section shall be considered nonadministrative expenses: 
Provided further, That section 3709 of the Revised Statutes shall not 
apply to any contract entered into pursuant to this section if the amount 
thereof does not exceed $1,000. 

(Sec. 117. Ner Procreeps.—The net proceeds derived by the Com- 
mission from the disposal of property pursuant to this Act, after 
defraying expenses incident to appraisal, sale or other transfer and 
any financing under section 62, shall be covered into the Treasury. 
Annually, upon advice of the Commission, there shall be transferred 
to miscellaneous receipts of the Treasury such portion of such net pro- 
ceeds as may no longer be needed to meet the contingent obligations 
provided for in subsection 118c.] 


Src. 117. COMMUNITY OPERATIONS Funp.— 


“a. There is hereby established as of June 30, 1956, a Community 
Disposal Operations Fund, and the Commission (or the head of such 
agency as may be carrying out the sales and financing functions of the 
Commission pursuant to a delegation by the President under section 101 
of this Act) is authorized to credit said fund with all moneys hereafter 
obtained or now held by it and to account under said fund for all assets 
and liabilities held or acquired by it in connection with its sales and 
financing functions under this Act, and to make temporary advances to 
such fund, from any other funds available for expenses of operations of 
such Commission or agency, as may be required to carry out such func- 
tions pending the realization of sufficient proceeds under the provisions 
of this Act: Provided, That any such advances shall be repaid to the 
source appropriation or fund, to the extent of any unobligated balances 
available in the Community Disposal Operations Fund, prior to the close 
of the fiscal year during which such advances are made. 

b. The Community Disposal Operations Fund shall be available to pay 
for all necessary costs, erpenses (including administrative expenses), 
losses or obligations incurred in connection with the aforesaid functions, 
including expenses incident to sale, or other transfer and any financing 
under section 62, indemnities under sections 63 through 66, and expenses 
authorized by section 116 

c. Any amount in said fund which is determined to be in excess of 
requirements for the purposes thereof shall be declared and paid as 
liquidating dividends to the Treasury, not less often than annually. 


Sec. 118. APPROPRIATIONS. 


a. There are hereby authorized to be appropriated such sums as 
may be necessary and appropriate to carry out the provisions and 
purposes of this Act. 

b. There are authorized to be appropriated the sum of $518,000 
at Oak Ridge and the sum of [$2,165,000] $2,215,000 at. Richland for 
construction, modification, or expansion of municipal installations 
authorized to be transferred pursuant to chapter 8 of this Act. 

[c. As much as may be necessary of net proceeds from section 117 
are hereby appropriated and made available for use by the Com- 
mission (without fiscal year limitations) to pay any costs, losses, 
expenses, or obligations incurred by the Commission in connection 
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with obligations entered into pursuant to section 37 or section 63, 
with repossession or repurchase, rehabilitation, and further disposition 
pursuant to sections 63 through 66 and section 116, and with the 
defense and payment of any claims for breaches of warranties and 
covenants of title of any property disposed of pursuant to this Act.] 


O 








Calendar No. 2568 


SENATE i REPORT 
No. 2529 


AMENDMENTS TO THE PUBLIC UTILITY HOLDING 
COMPANY ACT 


Jury 11, 1956.—Ordered to be printed 


Mr. ANpeErRsoN, from the Joint Committee on Atomic Energy, 
submitted the following 


REPORT 


[To accompany 8. 2643] 


The Joint Committee on Atomic Energy, to whom is referred the 
bill (S. 2643) to promote the common defense and gencral welfare of 
the United States, and for other purposes, with amendments, and 
having considered the same, report favorably thereon, with an amend- 


ment and recommend that the bill, as amended, do pass. 
Amend the title of the bill to read: 


A bill to encourage maximum development of atomic 
energy reactors for the generation of low-cost electric power 
and the production, utilization, and treatment of special 
nuclear and other materials, and for other purposes. 


This bill was initially referred to the Committee on Interstate and 
Foreign Commerce. That committee held 6 days of hearings at which 
30 witnesses appeared. The Senate committee reported out the bill 
(Rept. 2287) with committee amendments and suggested that the bill 
be referred to this committee. 

This committee, having considered the report, agrees with the 
Senate Committee on Interstate and Foreign Commerce and believes 
that the Public Utilities Holding Act of 1935 should be amended. 

The proposed amendment limits the exemption to the Public Utili- 
ties Holding Act at those companies which join in owning a nonprofit 
corporation which is engaged in doing research work through the 
operation of an atomic energy reactor. The exemption is limited 
solely to the period when the work is actually research and develop- 
ment work. Since the Atomic Energy Commission is the agency 
which would know whether or not such research and development 
work is going on, it should be the one to make this decision and cer- 
tify the result to the Securities and Exchange Commission. A pro- 
cedure for this certification is set forth in a bill. This procedure could 
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not be established by regulation since it involves two independent 
agencies. If this proc edure in any way speeds up the private develop- 
ment of atomic energy it will be helpful in an important field. 


CHANGES IN Existinac Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italies, existing 
law in which no change is proposed is shown in roman): 


DEFINITIONS 


Sec. 2. (a) When used in this title, unless the context otherwise 
requires 

(1) “Person” means an individual or company. 

(2) “Company” means a corporation, a partnership, an associa- 
tion, a joint-stock company, a business trust, or an organized group 
of persons, whether incorporated or not; or any receiver, trustee, or 
other liquidating agent of any of the foregoing in his capacity as 
such. 

(3) “Electric utility company” means any company which owns 
or operates facilities used for the generation, transmission, or dis- 
tribution of electric energy for sale, other than sale to tenants or 
employees of the company operating such facilities for their own use 
and not for resale. The Commission, upon application, shall by 
order declare a company operating any such facilities not to be an 
electric utility company if the Commission finds that (A) such com- 
pany is primarily engaged in one or more businesses other than the 
business of an electric utility company, and by reason of the small 
amount of electric energy sold by such company it is not necessary 
in the public interest or for the protection of investors or consumers 
that such company be considered an electric utility company for the 
purposes of this title, or (B) such company is one operating within 
a single State, and substantially all of its outstanding securities are 
owned directly or indirectly by another company to which such oper- 
ating company sells or furnishes electric energy which it generates: 
such other company uses and does not resell such electric energy, is 
engaged primarily in manufacturing (other than the manufacturing 
of electric energy or gas) and is not a rallied by any other company; 
and by reason of the small amount of electric ene rgy sold or furnished 
by such operating company to other persons it is not necessary in the 
yublic interest or for the protection of investors or consumers that it 
i considered an electric utility company for the purposes of this 
title. The filing of an application hereunder in good faith shall 
exempt such company (and the owner of the facilities operated by 
such company) from the application of this paragraph until the 
Commission has acted upon such application. As a condition to the 
entry of any such order, and as a part thereof, the Commission may 
require application to be made periodically for a renewal of such 
order, and may require the filing of such periodic or special reports 
regarding the business of the company as thè Commission may find 
necessary or appropriate to insure that such company continues to 
be entitled to such exemption during the period for which such order 
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is effective. The Commission, upon its own motion or upon applica- 
tion, shall revoke such order whenever it finds that the conditions 
specified in clause (A) or (B) are not satisfied in the case of such 
company. Any action of the Commission under the preceding sen- 
tence shall be by order. Application under this paragraph may be 
made by the company in respect of which the order is to be issued or 
by the owner of the facilities operated by such company. Any order 
issued under this paragraph shall apply equally to such company and 
such owner. ‘The Commission may by rules or regulations condi- 
tionally or unconditionally provide that any spec ‘ified class or classes 
of companies which it determines to satisfy the conditions specified 
in clause (A) or (B), and the owners of the facilities operated by 
such companies, shall not be dee med electric utility companies within 
the meaning of this paragraph. No company shall be deemed to be an 
electric utility company within the meaning of this section if it is a non- 

profit organization and its only connection with the generation or trans- 
mission of electric energy for sale is the ownership or operation in whole 
or in part, directly or indirectly, of facilities used for such generation or 
transmission when (1) the sole or primary source of the energy upon 
which the generation depends, except for any standby source of energy 
for generation, is a facility licensed for research and development pur- 
poses under section 104 of the Atomie Energy Act of 1954, as amended, 
and (2) such company owns or operates no transmission facilities other 
than a transmission substation and related facilities adjacent to its gen- 
erating plant: Provided, That thirty days after the issuance of an order 
of declaration by the Atomic Energy Commission declaring that the facil- 
ity which is the sole or primary source of the energy upon which the 
generation depends is no longer being used primarily | for the purpose of 
research and development, the foregoing qualification of the definition of 
an electric utility company shall not be applicable to any such company. 
Proceedings for such an order of declaration shall be initiated by the 
Atomic Energy Commission on its own motion, or on application of the 
Commission, or on application of any person whose interests may be 
affected, and shall be conducted in accordance with the procedures then 
applicable under chapter 16 of the Atomic Energy Act of 1954, as 
amended, for the conduct of proceedings for the granting, suspending, 
revoking, or amending of licenses. 


O 
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Calendar No. 2569 


84TH CONGRESS i SENATE REPORT 
2d Session No. 2530 


AMENDING THE ATOMIC ENERGY ACT OF 1954, AS 
AMENDED 


Jury 11, 1956.—Ordered to be printed. 


Mr. ANnprERsOoN, from the Joint Committee on Atomic Energy, sub- 
mitted the following 


REPORT 


[To accompany 8. 4203] 


The Joint Committee on Atomic Energy, having considered the 
subject of various problems relating to the Atomic Energy Commission 
and the Atomic Energy Act of 1954, report favorably on an original 
committee bill, S. 4203, and recommend that the bill do pass. This 
bill takes care of many minor problems on which it has been found 
necessary or desirable to have legislative action in order to clear up 
minor points of difficulties in the operations of the Atomic Energy 
Commission. 

The original statement of the Atomic Energy Commission on the 
bill, as proposed, and comments of the Atomic Energy Commission 
on the bill are annexed to the last. There is also annexed the letter 
of the Department of Defense requesting the amendment taken in 
section 14 and a letter from the Central Intelligence Agency supporting 
this request. 

SECTION BY SECTION ANALYSIS 


, 


Section 1 modifies the definition of “United States” specifically to 
include Puerto Rico and eliminate any question or doubt that it is 
covered by the Atomic Energy Act of 1954. 

Section 2 and section 3 together, amend section 31a of the Atomic 
Energy Act of 1954 and add a new section 31b. These sections are 
designed to give the Commission authority to engage in training pro- 
grams. In addition, they give the Commission the authority to make 
grants to universities and hospitals for educational and training ac- 
tivities which are related to the fields of research in section 3la and 
also to permit the Commission to make contributions to the cost of 
construction and operation of reactors which are used for educational 
and training activities. These grants of course can be made to colleges 
which are using reactors which have already been built as well as re- 
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actors which are built in the future. Such reactors can include food 
sterilization reactors and other types of facilities on which universities 
and colleges may be doing research. In making grants and contri- 
butions on reactors, such reactors could produce power at universities 
where their primary purpose is for training and research and develop- 
ment purposes. 

Section 4 amends the general powers conferred on the Commission 
by section 161 of the Atomic Energy Act of 1954 by adding a new 
subsection giving it authority to grant easements of land over which 
the Commission has jurisdiction and control. This language is identi- 
cal with the authority the Secretary of the Army has for Army lands. 

Section 5 amends section 182 of the Atomic Energy Act of 1954 to 
require applications and statements in connection with licenses to be 
in writing and signed by the applicant or licensee. The applications 
for, and statements made in connection with, sections 103 and 104 
are required to be made under oath or affirmation. The Commission 
is authorized to require any other application and statement to be 
made under oath or affirmation. However, this authority is not re- 
quired to be used in all instances. 

Section 6 amends the enforcement chapter of the Atomic Energy 
Act of 1954 to provide two new criminal sections: Section 229 
Trespass Upon Commission Installations; and Section 230-——Photo- 
graphing of Commission Installations. Under section 229, the Com- 
mission is given specific authority to issue regulations relating to the 
entry upon or carrying, transporting, or introducing any dangerous 
weapon or material into or upon any facility or installation subject 
to the administration, jurisdiction, or in the custody of the Commis- 
sion. Such property can be both property in which the title is in the 
United States or property which is leased by the United States for use 
of the Commission. It does not extend to contractor-owned property. 
The regulations are required to be posted conspicuously at the site 
involved. Violation of the regulations on open rangeland can be 
punishable by a fine of not more than $1,000. Violation of an enclosed 
property can be subject to a fine of $5,000 or imprisonment of not 
more than 1 year. This authority is not intended to be used at 
residential or commercial land sites, but only at sites which are 
directly employed by the Commission in the atomic energy program. 

Section 230, with respect to the photographing of plants, is a pro- 
hibition against photographing installations while on property subject 
to the control of the Commission, and those which the President has 
found in the interest of the common defense should not be photo- 
graphed for general distribution. In order to obtain any such photo- 
graph, the Commission must first give its assent and the picture must 
be submitted to the Commission immediately for inspection. In 
addition, it is forbidden to use any aircraft to take a picture of any 
such installation. 

Section 7 makes conforming changes for section 6. 

Section 8 gives jurisdiction of all Los Alamos land to the Commis- 
sion. Previously jurisdiction over this land has been split between 
the Commission and the Departments of the Interior and Agriculture. 

Section 9 transfers jurisdiction of the Weldon Springs site to the 
Atomic Energy Commission from the Department of the Army. It 
retains a right to have the land returned to the Army if the Commis- 
sion no longer needs the land for its purposes. 
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Section 10 retrocedes the exclusive jurisdiction at the Paducah site 
to the State of Kentucky. 

Sections 11 and 12 make perfecting amendments to sections 101 
and 103 of the Atomic Energy Act of 1954, by adding “use” as one of 
the activities for which facilities license is required. This has been 
implicit in the language and operation of the statute. 

Section 13 makes a perfecting amendment to section 103 d. in for- 
bidding the issuance of a facility license to an “alien” as well as any 
corporation owned by an alien. 

Section 14: This section amends section 143 of the Atomic Energy 
Act of 1954 which gives the Department of Defense authority to clear 
its personnel to receive restricted data without requiring the full field 
check and a “Q” clearance by the Commission. The Department of 
Defense has asked that the authority be extended to permit its per- 
sonnel to discuss restricted data with any other person authorized to 
receive restricted data. Without this amendment the Department 
of Defense personnel can discuss restricted data with Atomic Energy 
Commission personnel without a “Q” clearance but needs a “Q” 
clearance if it has to discuss this identical information with any other 
agency of the Government, such as the Maritime Commission. 


ATOMIC ENERGY COMMISSION 
DISCUSSION OF LEGISLATIVE PROPOSALS 


Amendment to section 11 

Section 11 u. of the Atomic Energy Act of 1954 defines the term 
“United States” when used in a geographic sense as including all 
Territories and possessions of the United States and the Canal Zone. 
The Commission believes that the provisions of the Atomic Energy 
Act of 1954 are as applicable within Puerto Rico as within any of the 
48 States. For this reason the proposed amendment would not in 
the Commission’s opinion change the existing law. However, the 
Commission believes that an amendment to section 11 u. of the act 
to include Puerto Rico expressly in the term “United States” is 
desirable for purposes of clarification. For example, the adoption of 
the amendment would appear to remove any possible basis for defense 
against a criminal prosecution under the act on the ground that the 
act does not apply within Puerto Rico. 


Sections 2-3. Assistance to universities for training nuclear scientists 
and engineers 

This amendment is proposed to clarify the authority of the Com- 
mission to meet a critical shortage in the atomic energy program— 
the shortage of trained scientists and engineers. At present the Com- 
mission is doing everything possible within its existing statutory 
powers to help our educ ational institutions alleviate this shortage. 
In addition to on-the-job training for Commission and contractor 
personnel, it is conducting the Oak Ridge and Argonne schools of 
reactor technology, and it is now negotiating contracts with two 
universities for courses which will supplement training given at 
Argonne. It is planning an expanded fellowship program. It has 
offered to waive fuel use charges to assist universities in acquiring 
research reactors and subcritical assemblies. 
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In order to assure the availability of an adequate supply of trained 
people, and to enable American universities to assume their proper 
role in the provision of such training, it is necessary that the universi- 
ties obtain promptly the facilities needed for adequate training in 
nuclear work. Presently only 2 universities have operating reactors, 
very few have 1 or more of such other facilities as subcritical assemblies, 
heat transfer loops, metallurgical equipment suitable for working with 
uranium and thorium, hot caves for work with highly radioactive 
materials, etc. None ‘have the complete facilities which we believe 
to be necessary adequately to train engineers to work in the atomic- 
energy industry. In view of the expense of such facilities and the 
urgency of the demand for a rapidly increased rate of training, the 
Commission desires authority to contribute to accredited educational 
institutions part of the cost of acquisition of the facilities of the type 
mentioned. It is hoped that once private educational institutions 
have become equipped with the needed facilities, it will no longer be 
necessary for the Commission to continue the conduct of its teaching 
programs at Oak Ridge and Argonne. 

While the obtaining of an adequate number of trained scientists and 
engineers is essential to the realization of the statutory policy of the 
United States that “the development, use and control of atomic energy 
shall be directed so as to promote world peace, improve the general 
welfare, increase the standard of living, and —8 free competi- 
tion in private enterprise” (Atomic Energy Act of 1954, sec. 1 b), the 
present act does not clearly appear to confer authority to make grants 
to assist universities in obtaining facilities needed for educational and 
training purposes. 

Accordingly, legislation is proposed which will— 

a) Clarify the Commission’s authority to make arrangements 
for education and training in fields specifically enumerated in 
section 31 a., and 

(b) Expressly authorize the Commission to make grants and 
contributions to the cost of reactors and other equipment for 
this purpose. 

Since such contributions would be expressly authorized by section 
31, they would be excepted from the prohibitions of section 169 against 
payments of the cost of construction of a licensed facility. 


Section 4. Authority to grant easements for nonprogramatic purposes 

The Secretary of the Army has general authority to grant ease- 
ments over acquired or public lands upon such terms and conditions 
satisfactory to him when such a grant would not be incompatible with 
the public interest (43 U.S. C. 931 (b)). 

The Commission has no comparable authority although the acquired 
public lands under its control exceed 1,600,000 acres. At present the 
Commission’s authority is limited to grants of easements (1) that serve 
a programatic purpose ; or (2) which are authorized by general legis- 
lation for a specific purpose, such as 43 U. S. C. 931 (c), which author- 
izes easements over public lands to States and other municipalities for 
public works. 

The Commission is, therefore, unable to grant easements in cases 
where there is no program justification for it, even though the purpose 
to be accomplished is worthwhile and not contrary to public interest. 
To correct this situation authority comparable to that of the Secretary 
of the Army is being requested. 
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Section 5. Deleting the requirement of making license applications under 
oath or affirmation 


In view of the provisions of 18 United States Code section 1001, 
which makes it a criminal offense to make a wilfully false statement or 
representation to any department or agency of the United States as to 
any matter within its jurisdiction, the requirement in section 182 a. 
of the 1954 act that all applications for licenses and statements in con- 
nection therewith shall be signed by the applicant or licensee under 
oath or affirmation is an imposition of an unnecessary and inconvenient 
requirement on applicants and licensees. 


Sections 6 and 7. Trespassing and photographing amendments 


Section 5 would amend chapter 18 of the Atomic Energy Act of 
1954 by adding new sections 229 and 230. Section 232 would make 
it a misdemeanor to trespass upon any Commission property that the 
Commission by regulation has designated as a restricted area, or to 
introduce weapons, explosives, or other dangerous items onto any 
Commission property that the Commission by regulation has desig- 
nated as a prohibited area. Notice of such regulations must be con- 
spicuously and appropriately posted. 

This proposal is designed to supplement, from the security view- 
point, other Federal statutes protecting against espionage, sabotage, 
or depredation of Government property. It would give the Com- 
mission useful standby authority that it does not now have for dealing 
with these types of problems. For example, it would be quite useful 
in furnishing a sound legal basis for prosecuting trespassers on Com- 
mission property in the absence of any Federal trespass statute of 
general applicability. 

Section 230, which is patterned after sections 795 and 796 of title 18 
of the United States Code, would prohibit the unauthorized photo- 
graphing or sketching of AEC installations, facilities, and equipment 
designated by the Commission as requiring protection for this purpose. 
At the present time there are no statutory prohibitions against photo- 
graphing or sketching of AEC installations, facilities, or their com- 
ponents unless such acts are of the sort which fall within the coverage 
of the espionage laws. ‘The Commission believes that the authority to 
enforce prohibitions against unauthorized photographing of AEC 
installations, facilities, and equipment of security significance is 
necessary in the disc harge of its security responsibilities. 

The Commission has sought these trespassing and photographing 
amendments in previous sessions of Congress. The most recent 
request was in 1954 when these items were included in the miscellane- 
ouse amendments that the Commission asked to be included in the 
1954 bill. In the 1954 hearings the Commission stated that it held 
no special brief for including the trespassing and photographing 
amendments in the 1954 bill if the result could be achieved by amend- 
ing other statutes, but expressed the hope that their substance could 
be incorporated in legislation during that session of Congress. The 
amendments were not included in the bill, and no other ——— 
was adopted that took care of the Commission request. 

Section 7 would amend section 231 to make it ds ar that the enact- 
ment of sections 229 and 230 (the trespass and photographing amend- 
ments discussed in the next paragraphs) is not intended to exclude 
the applicable provisions of any other laws, such as the espionage 
statutes. 





| 
| 


6 AMEND ATOMIC ENERGY ACT OF 1954, AS AMENDED 


Section 8. Transfer to Atomic Energy Commission of administrative 
control over lands within Los Alamos County that are now under 
the jurisdiction of the Forest Service and the Department of th 
Interior 

Section 8 provides for the transfer to AEC of administrative control 
over all lands within the Los Alamos project. 

The Los Alamos project as presently constituted is comprised 
wholly of Government-owned lands and is conterminous with the 
boundaries of Los Alamos County, New Mexico. The project con- 
sists of (a) public-domain lands reserved by the President as part of 
the Santa Fe National Forest, (6) land within the Ramon Vigil Grant, 
and (c) scattered tracts formerly owned by private parties and con- 
demned or purchased by the Manhattan Engineer District. The 

total acreage is approximately 70,800 acres. The Commission oc- 

cupies this land by virtue of a memorandum of understanding, and 
supplements thereto, between the Department of Agric Gay and the 

Manhattan Engineer District, subsequently superseded by a memo- 

randum of understanding between the Department of Agriculture 

and the AEC; withdrawal orders pertaining to public lands issued by 
the Secretary of the Interior; and Executive Order 9816, issued on 

December 31, 1946, which ordered transfer to the AEC, among other 

things, of property real or personal, tangible or intangible, owned by 

or in the possession, custody or control of the Manhattan Engineer 

District. Because of the manner in which the various parcels of 

land comprising the Los Alamos project were acquired, the extent of 

the Commission’s authority to use or dispose of such land is uncertain. 

Section 7 is designed to eliminate such uncertainty and to transfer 

administrative control over these lands to the Commission for such 

use or disposition as may be necessary to carry out the Commission's 
program. 

The reasons for transfer of administrative control as recommended 
are as follows: 

The Los Alamos project now has the status of a permanent 

AEC installation rather than a temporary military project. The 
total current investment of the Commission in plants and facilities 
at Los Alamos is approximately $205 million. Many millions of 
dollars have been spent in the construction of plants and facilities on 
lands which are used and occupied by the Commission but are, never- 
theless, still under the primary jurisdiction of other Government 
agencies. The size of the Commission’s investment illustrates the 
primary interest which the Commission has in this land and, therefore, 
the desirability of securing the transfer of complete administrative 
control over such land to the Commission. 

(b) Further, in connection with its program of assuring necessary 
— facilities and services, the Commission has been unable 
to grant long-term leases or to sell land to concessionaires, churches 
and other private groups and organizations except in the case of lands 
acquired by the Manhattan Engineer District by condemnation or 
purchase. ‘The ability of the Comn is ion to grant long-term leases 
or to make sales of particular parcels of land as required for community 
purposes should not be dependent upon such fortuitous cireumstances 
as the manner in which the particular parcel of land was acquired. 

It should be emphasized that title to all the land within Los Alamos 
County is already in the United States. The effect of the transfer, 
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therefore, would be to assign full administrative control over the area 
to the Commission as the Federal agency with the most direct concern 
with its administration and at the same time to eliminate questions 
concerning the validity of long-term leases or sales which the Com- 
mission might make in carrying out its responsibilities. 


Section 9. Transfer of jurisdiction over Weldon Spring from DOD to AEC 

The Commission has approved the selection of a 200-acre tract of 
the Weldon Spring Ordnance Works, Weldon Spring, Mo., as the site 
of a new feed-material facility. 

At that time permanent transfer of custody and control of the site 
from the Department of the Army to the AEC was contemplated. 
Subsequently the Department of the Army determined that the 200- 
acre site Was not excess to the requirements of the Army and therefore 
under existing statutes a permanent transfer to the AEC could not 
be accomplished. The Secretary of the Army has, however, granted 
the AEC permission to use the property constituting this site, and 
suggested that special legislation be sought which authorizes the 
transfer of this property to the AEC with the qualification that the 
property be returned to the Department of the Army when it was no 
longer required by the AEC. 

Construction of the feed-material fac ility has been started on the 
basis of possession under the use permit. The proposed legislation 
is desirable to provide adequate AEC control over the site of the new 
facility which wil! be a permanent integral part of the production 
program and which will cost approximately $30 million. 


Section 10. Relinquishment of exclusive Federal jurisdiction over certain 
lands within the Paducah project 


The Commission’s project near Paducah, Ky., is located on ap- 
proximately 1,300 acres of federally-owned land in MeCracken 
County. Part of this area was formerly used for the Kentucky 
Ordnance Works. Prior to the Commission’s obtaining control over 
this area, the Government had obtained exclusive Federal jurisdic- 
tion over approximately 100 acres of the area. The Federal Gov- 
ernment has not obtained exclusive jurisdiction over the remainder 
of the area in the manner provided by the act of February 1, 1940, 
title 40, United States Code, section 255. In spite of this, Kentucky 
State officials, relying on State statutes, have expressed the view that 
mere acquisition by the United States of the balance of the area 
operated to transfer exclusive jurisdiction to the United States 
This situation has created some confusion in the enforcement of 
State law. ‘The Commission has found at most of its projects that 
it is more desirable not to acquire exclusive Federal jurisdiction. 
State law then applies to these projects and they are enforced by 
employees deputized by the State. Accordingly, in order to place 
all the land at the Paducah project on a uniform basis, it is recom- 
mended that the small acreage under exclusive Federal jurisdiction 
be retroceded to the State of Kentucky. In order to remove any 
doubt as to the jurisdictional status of the balance of the project, it is 
also recommended that the act retroceding the small acreage specifi- 
cally retrocede to the State all exclusive jurisdiction the United 
States may have acquired in any of the property comprising the 
Paducah project. 


90004°—57 S. Rept., 84-2, vol. 4—96 
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Unrrep States 
Atomic Enrercy Commission, 
Washington, D. C., July 10, 1956. 
Hon. Curyton P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Senator ANDERSON: This is in response to a letter to me 
from Mr. James T. Ramey, dated July 7, 1956, forwarding a copy of 
the omnibus bill as reported by the Subcommittee on Legislation to 
the full committee. Mr. Ramey indicated that the full Joint Com- 
mittee would be considering this proposed legislation on July 10, 
1956, and requested that the Commission provide the committee 
with an expression of its position on the legislation by that time. 
Except to the extent indicated by the following comments, the Com- 
mission favors enactment of the omnibus bill in its present form. 

Section 3 of the bill would add a new subsection 31 b. to the act to 
authorize the Commission to make grants and contributions to the 
cost of construction and operation of various facilities by certain 
institutions for educational and training activities. We construe this 
language as authorizing the Commission to make contributions of 
equipment to the institutions specified. Subject to the accuracy of 
this construction, we also favor the enactment of the amendment in 
its present form. 

Section 11 of the bill provides an amendment to section 101 of the 
act which the Commission does not believe is needed. By regulation 
the Commission has prohibited the “use” of any production or utiliza- 
tion facility “except as authorized by a license issued by the Commis- 
sion” (sec. 50.10, pt. 50, 10 CFR). We believe that the Commission 
has authority to adopt such a provision under the various provisions 
contained in sections 101, 103, 104, and 106 of the act when read 
together with the rulemaking authority vested in the Commission 
by section 161 (b) (i) and (q) of the act. This enumeration is not, of 
course, intended to be exclusive.. We would also like to call your 
attention to the fact that the addition of the word “use” to section 
101 would seem to expand very substantially the applicability of 
section 222. For example, if a facility licensee were to use a facility 
in any manner constituting a violation of any of the Commission’s 
regulations, the effect of the proposed amendment would seem to make 
the violation an offense under section 222. 

Consequently, the Commission does not favor the amendment con- 
tained in section 11 of the bill. However, if you conclude that the 
word ‘use’ should be added to section 101, we suggest that you con- 
sider also the addition of the word to sections 57 (a) 1, 62, and 81. 
On the other hand, if you conclude that ‘‘use’”’ should not be added to 
section 101, it should similarly not be added to section 103a as pro- 
vided for in section 12 of the bill. 

Finally, we should like to point out that the amendment proposed 
by section 13 of the bill provides for the insertion of the word “any”’ 
which duplicates a word already in section 103d of the act. 


Sincerely yours, 
r a ~ 
K. E. FIELDS, 


General Manager. 





AMEND ATOMIC ENERGY ACT OF 1954, AS AMENDED 


OFFICE OF THE ÅSSISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PUBLIC ÅFFAIRS, 
Washington, D. C., June 27, 1956. 
Hon. Sam RAYBURN, 
Speaker of the House of Representatives. 
Dear MR. SPEAKER: There is forwarded herewith a draft of legis- 
lation to amend the Atomic Energy Act of 1954. 
This proposal is a part of the Department of Defense legislative 
program for 1956, and the Bureau of the Budget has advised that it 
would have no objection to its submission to the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to amend section 143 of 
the Atomic Energy Act of 1954 (68 Stat. 919) which deals with 
Department of Defense Participation, by inserting immediately before 
the words “‘to permit any employee” the phrase “or any other person 
authorized access to Restricted Data by the Commission under the 
provisions of Section 145 b”. 

Experience gained in the implementation of the Atomic Energy 
Act of 1954 has revealed a problem with respect to security clearances 
which is not susceptible to administrative resolution by the Depart- 
ment of Defense and the Atomic Energy Commission. This Depart- 
ment believes that revision of the law, relating to this matter, is 
required in order for the Department of Defense effectively to carry 
out its responsibilities under the act. The specific problem is the 
requirement for dual clearances for Department of Defense personnel 
who must exchange restricted data with personnel of agencies other 
than the Atomic Energy Commission or the Department of Defense. 
This provision for double clearance is cumbersome and unrealistic, 
and no benefit from it has been demonstrated commensurate to the 
time and expense which it necessitates. Furthermore, the 1954 
amendments to the act had, as one purpose, the elimination of just 
this sort of dual clearance. This amendment will specifically elimi- 
nate the present need for an Atomic Energy Commission clearance for 
Department of Defense personnel in addition to their Department of 
Defense clearance if there is a need for the exchange of Restricted Data. 

It is believed that aside from this Department, enactment of the 
proposal will facilitate the operations of the Atomic Energy Com- 
mission, the Central Intelligence Agency and the National Advisory 
Committee for Aeronautics, and it is understood that those agencies 
support its enactment. 

Sincerely yours, 
RICHARD A. BUDDEKE, 
Director, Legislative Programs. 


CENTRAL INTELLIGENCE AGENCY, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., July 10, 1956. 
Hon. Cuinton P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D. C. 

Dear Mr. CuarrMan: The Department of Defense recently pro- 
posed an amendment to section 143 of the Atomic Energy Act of 1954, 
which has been referred to the Joint Committee on Atomic Energy. 
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This amendment was submitted with 
inergy Commission, the Central Intelligence Agency, and other 
interested agencies, and its transmittal to the Congress was approved 
by the Bureau of the Budget. 

The effect of this amendment would be to permit the exchange of 
restricted data between “Q” cleared personnel of the Government and 
personnel of the Department of Defense who are not “Q” cleared, 
but who have been authorized access to restricted data under the 
certification process provided for under the present language of section 
143. Under the present language of that section, the exchange of 
restricted data may only take place between“Q” cleared personnel 
of the Atomic Energy Commission or of its contract 
and certified personnel of the Department of Defense, 

I am writing to express the deep interest of this Agenev in the 
amendment which has been proposed by the Department of Defense. 
Under the present language and interpretation of section 143, “Q” 
cleared personnel of this Agency are not permitted to exchange re- 
stricted data with certified personnel of the Department of Defense 
Thi serious administrative problems. 


the concurrence of the Atomic 


Ors or licensees 


Chis is causing 
large number of employe 
deal on a daily basis wit 


As you know, a 
es of this Agency are “Q” cleared, and must 
h representatives of other agencies who are 
authorized access to restricted data. It is impossible, however. for 
our employees to exchange such data directly with Depariment of 
Defense personne! unless the latter have also been “Q” cleared. The 
Department of Defense, under the existing authority of section 143. 
is using the certification process almost exclusively. jn lieu of “Q” 
clearances. Thus the problem of the exchange of restricted data i 
becoming more acute every day, as the number of “Q?” cleared Depart 
ment of Defense personne] with which this Agency can deal becomes 
smaller and smaller. 

The enactment of the amendme 
Defense would solve this problem insofar as this Agency 
and would be of immeasurable assistance to us in 
responsibilities relative to inte 
strongly urge that favorable 
the present session of the 

Sincerely, 


8 


nt proposed by the Department of 
IS concerned. 
carrying out our 
lligence in the atomic energy field. ] 
action be taken on this amendment during 
84th Congress, 


ALLEN W, Dutwes, Director. 
CHANGES IN Existing Law 


In compliance with subsection 4 of the rule XXIX of the Standing 
Rules of the Senate. changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

SEC. 11. * * * 

Cu. The term ‘United States’, 
includes all Territories ; 
Canal Zone.J 

“u. The term ‘United States’ 
cludes all Territories and 
Zone and Puerto Rico.” 


when used in a geographical sense. 
und possessions of the United States, and the 


when used in a geographical sense in- 
Possessions of the United States, the Canal Zone 
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“Sec: 31. RESEARCH ÅSSISTANCE.— 

“a. The Commission is directed to exercise its powers in such man- 
ner as to insure the continued conduct of research and development 
and training activities in the fields specified below, by private or public 
institutions or persons, and to assist in the acquisition of an ever- 
expanding fund of theoretical and practical knowledge in such fields. 
To this end the Commission is authorized and directed to make 
arrangements (including contracts, agreements, and loans) for the 
conduct of research and development activities relating to— 

‘““(1) nuclear processes; 
“(2) the theory and production of atomic energy, including 


— 


processes, materials, and devices related to such production; 

“(3) utilization of special nuclear material and radioactive 
material for medical, biological, agricultural, health, or military 
purposes; 

“(4) utilization of special nuclear material, atomic energy, and 
radioactive material and processes entailed in the utilization or 
production of atomic energy or such material for all other pur- 
poses, including industrial uses, the generation of usable energy, 
and the demonstration of the practical value of utilization or pro- 
duction facilities for industrial or commercial purposes; and 

“(5) the protection of health and the promotion of safety 
during research and production activities. 

“bh. The Commission is further authorized to make grants and con- 
tributions to the cost of construction and operation of reactors and other 
facilities and other equipment to colleges, universities, hospitals. and 
eleemosynary or charitable institutions for the conduct of educational and 
training activities relating to the fields in subsection a.” 

C‘‘b.] c. The Commission may (1) make arrangements pursuant to 
this section, without regard to the provisions of section 3709, of the 
Revised Statutes, as amended, upon certification by the Commission 
that such action is necessary in the interest of the common defense 
and security, or upon a showing by the Commission that advertising 
is not reasonably practicable; (2) make partial and advance payments 
under such arrangements; and (3) make available for use in connection 
therewith such of its equipment and facilities as it may deem desirable. 

(‘‘c.] d. The arrangements made pursuant to this section shall con- 
tain such provisions (1) to protect health, (2) to minimize danger to 
life or property, and (3) to require the reporting and to permit the 
inspection of work performed thereunder, as the Commission may 
determine. No such arrangement shall contain any provisions or 
conditions which prevent the dissemination of scientific or technical 
information, except to the extent such dissemination is prohibited by 
law. 

MMA EES Ta 

“r. The Commission is authorized and empowered under such 
terms and conditions as are deemed advisable by it, to grant easements for 
rights-of-way over, across, in, and upon acquired lands under its jurisdic- 
tion and control, and public lands permanently withdrawn or reserved for 
the use of the Commission, to any State, political subdivision thereof, or 
minic pality, or to any individual, partnership, or corporation of any 
State, Territory or possession of the United States for (a) railroad 
tracks; (b) oil pipe lines; (c) substations for electric power transmission 
lines, telephone lines, and telegraph lines, and pumping stations for 





| 
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gas, water, sewer, and oil pipe lines; (d) canals; (e) ditches; (f) flumes, 
(g) tunnels; (h) dams and reservoirs in connection with fish and wildlife 
—— hatcheries, and other fish-cultural improvements; (i) roads 
and streets; and (j) for any other purpose or purposes deemed advisable 
by the Commission: Provided, that such rights-of-way shall be granted 
only upon a finding by the Commission that the same will not be in- 
compatible with the public interest; Provided, further, that such rights- 
of-way shall not include any more land than is reasonably necessary for 
the purpose for which granted; and Provided, further, that all or any 
part of such rights-of-way may be annulled and forfeited by the Commis- 
sion for failure to comply with the terms and conditions of any grant 
hereunder or for nonuse for a period of two consecutive years or abandon- 
ment of rights granted under authority hereof. Copies of all instruments 
granting easements over public lands pursuant to this section shall be 
furnished to the Secretary of the Interior.” 

“Sec. 182. License AppLicaTions.— 

“a. Each application for a license hereunder shall be in writing, 
and shall specifically state such information as the Commission, by 
rule or regulation, may determine to be necessary to decide such of 
the technical and financial qualifications of the applicant, the character 
of the applicant, the citizenship of the applicant, or any other qualifica- 
tions of the applicant as the Commission may deem appropriate for 
the license. In connection with applications for licenses to operate 
production or utilization facilities, the applicant shall state such 
technical specifications, including information of the amount, kind, 
and source of special nuclear material required, the place of the use, 
the specific characteristics of the facility, and such other information 
as the Commission may, by rule or regulation, deem necessary in 
order to enable it to find that the utilization or production of special 
nuclear material will be in accord with the common defense and secur- 
ity and will provide adequate protection to the health and safety of 
the public. Such technical specifications shall be a part of any license 
issued. The Commission may at any time after the filing of the orig- 
inal application, and before the expiration of the license, require further 
written statements in order to enable the Commission to determine 
whether the application should be granted or denied or whether a 
license should be modified or revoked. [All applications and state- 
ments shall be signed by the applicant or licensee under oath or 
affirmation.] All applications and statements shall be signed by the 
applicant or licensee. Applications for, and statements made in con- 
nection with, licenses under sections 108 and 104 shall be made under 
oath or affirmation. The Commission may require any other applica- 
tions or statements to be made under oath or affirmation. 

“Sec. 229.—Trespass Upon Commission INSTALLATIONS.— 

“a. The Commission is authorized to issue regulations relating to the 
entry upon or carrying, transporting, or otherwise introducing or causing 
to be introduced any dangerous weapon, explosive, or other dangerous 
instrument or material likely to produce substantial injury or damage to 
persons or property, into or upon any facility, installation or real prop- 
erty subject to the jgurisdict on, administration or in the custody of the 
Commission. Every such regulation of the Commission shall be posted 
conspicuously at the location involved. 

“h. Whoever shall willfully violate any regulation of the Commission 
issued pursuant to subsection a. shall, upon conviction thereof, be punish- 
able by a fine of not more than $1,000. 
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“ce. Whoever shall willfully violate any regulation of the Commission 
issued pursuant to subsection a. with respect to any installation or other 
nroperty which is enclosed by a fence, wall, floor, roof, or other structural 
burrier shall be guilty of a misdemeanor and upon conviction thereof shall 
be punished by a fine of not to exceed $5,000 or to imprisonment for not 
for than one year, or both. 

“Sec. 2380.—Puorograpuine, Erc., or Commission INSTALLA- 
TIONS.— 

“Tt shall be an offense, punishable by a fine of not more than $1,000 or 
imprisonment for not more than one year, or both: 

“(1) to make any photograph, sketch, picture, drawing, map or 
graphical representation, while present on property subject to the juris- 
diction, administration or in the custody of the Commission, of any 

installations or equipment designated by the President as requiring 

protection against the general dissemination of information relative 
thereto, in the interest of the common defense and security, without first 
obtaining the permission of the Commission, and promptly submitting 
the product obtained to the C ola for inspection or such other action 
as may be deemed necessary; « 

“(2) to use or permit the use a an aircraft or any contrivance used, 
or designed for navigation or flight in air, for the purpose of making a 
photograph, sketch, picture, drawing, map or graphical representation 
of any installation or equipment designated by the President as provided 
in the preceding paragraph, unless authorized by the Commission.” 

“SEc. [229] 231. OTHER Laws.—Sections 224 to [228] 230 shall 
not exclude the applicable provisiozs of any other laws 

“Sec. [230] 232. Insunction Procerpincs.—Whenever in the 
judgment of the Commission any person has engaged or is about to 
engage in any acts or practices which constitute or will constitute a 
violation of any provision of this Act, or any regulation or order issued 
thereunder, the Attorney General on behalf of the United States may 
make application to the appropriate court for an order enjoining such 
acts or practices, or for an order enforcing compliance with such provi- 
sion, and upon a showing by the Commission that such person has 
engaged or is about to engage in any such acts or practices, a permanent 
or temporary injunction, restraining order, or other order may be 
granted. 

“Sec. [231] 233. Contempt Procerpines.—In case of failure or 
refusal to obey a subpena served upon any person pursuant to sub- 
section 161 c., the district court for any district in which such person 
is found or resides or transacts business, upon application by the 
Attorney General on behalf of the United States, shall have jurisdic- 
tion to issue an order requiring such person to appear and give testi- 
mony or to appear and prcduce documents, or both. in accordance with 
the subpena; and any failure to obey such order of the court may be 
punished by such court as a contempt thereof. 

Sec. 10. There is hereby retroceded to the State of Kentucky the exclu- 
sive jurisdiction heretofore acquired from the State of Kentucky by the 
United States of America, over lands in McCracken County, Kentucky, 
within the present boundaries of the Paducah Project of the Atomic 
Energy Commission. This retrocession of jurisdiction shall take effect 
in accordance with the law of the State of Kentucky. 

“Sec. 101. License Requirep.—It shall be unlawful, except as 
provided in section 91, for any person within the United States to 
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transfer or receive in interstate commerce, manufacture, produce, 
transfer, acquire, possess, use, import, or export any utilization or 
production facility except under and in accordance with a license 
issued by the Commission pursuant to section 103 or 104. 

“Sec. 103. COMMERCIAL LICENSES.- 

g Subseque nt to a finding by the c ommission as required in sec- 
tion 102, the Commission may issue licenses to transfer or receive in 
interstate commerce, manufacture, produce, transfer, acquire, possess, 
use, import, or export under the terms of an agreement for cooperation 
arranged pursuant to section 123, such type of utilization or produc- 
tion facility. Such licenses shall be issued in accordance with the 
provisions of chapter 16 and subject to such conditions as the Com- 
mission may by rule or regulation establish to effectuate the purposes 
and provisions of this Act. 

“d. No license under this section may be given to any person for 
activities which are not under or within the jurisdiction of the United 
States, except for the export of production or utilization facilities 
under terms of an agreement for cooperation arranged pursuant to 
section 123, or except under the provisions of section 109. No license 
may be issued to an alien or any corporation or other entity if the Com- 
mission knows or has reason to believe it is owned, controlled, or 
dominated by an alien, a foreign corporation. or a foreign government 
In any event, no license may be issued to any person within the United 
States if, in the opinion of the Commission, the issuance of a license to 
such person would be inimical to the common defense and security or 
to the health and safety of the public. 

Sec. 8. Ali land and interests in land. owned by the United States 
within the boundaries of the County of Los Alamos, State of New Mexico, 
containing approximately 70,800 acres, are hereby transferred, without 
reimbursement or transfer of funds, to the Atomic Energy Commission. 
The Atomic Energy Commission shall exercise administrative control 
over all land and interests in land transferred to the Atomic Energy 
Commission by this Act, notwithstanding the manner of their acquisition 
by the United States nor their status at any time prior to the effective date 
of this Act. 

Sec. 9. The Secretary of the Army is authorized to transfer to the 
Atomic Energy Commission, without compensation therefor, for use in 
connection with the Atomic Energy program, all that real property and 
interests therein, comprising approximately two hundred acres, of the 
Weldon Spring Ordnance Works, Weldon Springs, Missouri. as 
delineated on map designated Exhibit A attached to “Department of the 
Army Permit To Use Weldon Sent Ordnance Works Military Reser- 
vation, Missouri,” dated January 25, 1955, on file in the Atomic Energy 
Commission, and all or any part of the personal property therein at the 
time of approval of this Act; Provided, that when the Atomic Energy 
Commission, or its successor in functions, determines that the real 
property herein authorized for transfer is no longer required for the 
purposes stated, the real property, together with buildings and permanent 
improvements thereon at the date of such determination, shall, at the option 
of the Secretary of the Army, be returned to the De partment of the Army 
without compensation therefor. 

“Sec, 143. DEPARTMENT OF DEFENSE Particirpation.—The Com- 
mission may authorize any of its employees, or employees of any con- 
tractor, prospective contractor, licensee or prospective licensee of the 
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Commission or any other person authorized access to Restricted Data 
by the Commission under subsection 145 6. to permit any employee 
of an agency of the Department of Defense or of its contractors, or 
any member of the Armed Forces to have access to Restricted Data 
required in the performance of his duties and so certified by the head 
of the appropriate agency of the Department of Defense or his desig- 
nee: Provided, however, That the head of the/rppropriate agency of the 
Department of De fense or his designee has determined, in accordance 
with the established personnel security procedures and standards of 
such agency, that permitting the member or employee to have access 
to such Restricted Data will not endanger the common defense and 
security: And provided further, That the Secretary of Defense finds 
that the established personnel and other security procedures and 
standards of such agency are adequate and in reasonable conformity 
to the standards established by the Commission under section 145, 
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